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Sweet, D.J.

The plaintiff Enpresa Cubana del Tabaco d/b/a Cubat abaco
(“Cubat abaco”) seeks to recover for alleged wllful acts of
trademark infringenent, trade dress i nfringenent, unfair
conpetition, msappropriation and trademark dilution by defendants
Cul bro Corporation (now known as General G gar Hol dings, Inc. and
General Cigar Co., Inc. (collectively, “Ceneral Cigar”) wth
respect to Cubatabaco’s trademark COH BA for prenm um Cuban cigars
and for cancellation of General Cigar’s tradenark regi strations for

t hat mar k.

After the conpletion of the pretrial proceedi ngs, a non-
jury trial was held on various dates between May 27, 2003 and June
23, 200s3. Upon all the prior proceedings and the follow ng
findi ngs of fact and concl usi ons, judgnent will be entered in favor
of Cubat abaco cancelling General G gar’s trademark registrations
and enj oi ning General G gar fromusing the COH BA nmark. Several of

Cubat abaco’s ot her cl ai ns, however, are di sn ssed.

The Issues

This action considers trademark issues in the unique
context of the trade enbargo agai nst Cuba. Cuba has devel oped
several strong cigar tradenarks. Wiile nearly all of them were
devel oped before the Cuban revolution, i.e., Partagas, Punch and

Ranmon Al | ones, the COHI BA trademark was regi stered in 1969, and was



first sold outside of Cuba in 1982. Cubat abaco all eges that
General Cigar has unlawfully infringed on the COH BA mark in the
United States despite the fact that Cubatabaco not only cannot sel

Cuban COHIBA cigars in this country because of the enbargo', but
did not register the trademark when General C gar stopped selling
its COH BA cigars for a nunber of years, nor did it object to

Ceneral Cigar’s application to register the mark i n Decenber 1992.

Several different issues were explored at trial and in
the post-trial subm ssions by both parties. However, as expl ai ned
in greater detail below, the followng issues are the nost

I mportant in resolving the liability issues in this litigation:

° Was COH BA a well-known or famous mark in the
United States on Novenber 20, 1992, the date of
General Cigar’s first new use of the COH BA
trademar k?

° Is there a likelihood of confusion between the
Cubat abaco COHI BA and the General Ci gar COH BA?

° Did Cubatabaco abandon the COH BA nmark in the
United States from 1992 to 19977

° Did General Cigar act in bad faith in exploiting
t he COHI BA trademark?

! The Cuban Assets Control Regulations, 31 C.F.R Part 515,
prohibit, inter alia, (1) the inportationinto the United States of
mer chandi se from Cuba or nerchandi se of Cuban origin; and (2) the
use in U S comerce of any trademark in which Cuba or a Cuban
national has, at any tine since July 8, 1963, had any interest,
direct or indirect. 31 C.F.R 88 515.201, 515.204, 515.311. These
sane regulations allow for, however, filing in the United States
applications for trademark registrations, prosecuting said
applications, receiving registration certificates and renewal
certificates and recording any instrunment affecting title to
trademark registrations. 31 C.F.R § 515.527.
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The Parties

Cubat abaco i s a conpany organi zed under the | aws of Cuba
with its principal place of business in Havana, Cuba. D rectly,
and through its |icensee, Habanos, S. A, Cubat abaco exports tobacco
products from Cuba throughout the world, excluding the United
St at es because of the current trade enbargo. It was established by
t he Cuban government as an i ndependent entity with its own assets
and adm nistration and is subject to the jurisdiction of a Cuban

mnistry.

Cul bro has been nerged into and is survived by General
Ci gar Holdings, Inc. General G gar Holdings is a Delaware
corporation with its principal place of business in the county of
New York and functions as a hol ding conpany for General Cigar Co.

I nc.

General Cigar Co., Inc. is a Delaware corporation with
its principal place of business in Bloonfield, Connecticut.
General Cigar Co., Inc. is in the business of manufacturing,

mar keti ng, advertising and distributing tobacco products.

Ceneral G gar and its predecessors in interest have been
maj or U.S. manufacturers and distributors of cigars for nore than

a century.



Prior Proceedings

Cubat abaco filed its conplaint on Novenber 12, 1997
al l eging that Cubatabaco possessed a COH BA mark for its cigars
that was “well-known” in the United States at the relevant tine,
and that General Cigar’s efforts to exploit and trade upon
Cubat abaco’s COHI BA nmark in order to generate profits on the sale
of its own cigars entitled Cubatabaco to relief under Articles 6bis
and 10bis of the Paris Convention; Articles 7, 8, 20 and 21 of the
I nt er-Ameri can Convention; sections 38 and 43(a) of the Lanham Act,

15 U. S.C. 88 1120, 1125(c)(1) and 1125(a); and New York state | aw.

On Decenber 11, 1997, +the parties in settlenent
di scussions entered into a witten agreenent that, inter alia, (1)
the actions of both parties in this court and in the U S. Patent
and Trademark O fice (“PTO) are “stopped’; (2) “the tine spent
during the negotiation will not be used by any of the parties to
the detrinent of the other, in case there is no [settlenent]
agreenent;” and (3) “use of General Ci gar’s COH BA trademark as
fromthe signing of this Contract will not be used in detrinent of
Cubat abaco if agreenent is not reached.” The parties reported this
agreenent to the Court on Decenber 16, 1997, and, at their request,
al | proceedi ngs were stayed, including discovery, until litigation

was renewed in February 2000.



By order dated Decenber 5, 2000, Counts V (Article 22 of
TRIPS), VI (Article 10 of the Paris Convention), WVIII (false
representation of origin in violation of Section 43(a) of the
Lanham Act) and | X (deceptive advertising in violation of Section
43(a) of the Lanham Act) were dism ssed with prejudice in |ight of

the decision in Havana d ub Holding S.A. v. Galleon S. A, 203 F. 3d

116, 124 (2d Gr. 2000). Cubatabaco’s notion to strike the jury
demand of General Cigar was granted on Decenber 15, 2000.
See Enpresa Cubana de Tabaco v. Culbro Corp., 123 F. Supp.2d 203

(S.D.N. Y. 2000) (“Enpresa 17).

On June 26, 2002, this Court granted summary judgnent for
General Cigar dismssing Counts | (Article 6bis of the Paris
Convention) and 11l (Article 7 and 8 of the Inter-Anerican
Convention), granted sumrary judgnent for Cubatabaco on its claim
that General Cigar had abandoned the COHI BA mark from 1987 unti
1992, and dism ssed Ceneral Cigar’s equitable defenses.

See Enpresa Cubana de Tabaco v. Culbro Corp., 213 F. Supp.2d 247

(S.D.N. Y. 2002) (“Enpresa I1”). Accordingly, Cubatabaco’s clains

are nowlimted to:

(1) Count Il (Article 10bis of the Paris Convention); (2)
Count 1V (Articles 20 and 21 of the Inter-American
Convention); (3) Count VIl (Trademark I nfringenment under
Section 43(a) of the Lanham Act); (4) Count X (state and
cormon law unfair conpetition); (5) Count Xl
(cancellation of the 1995 registration); (6) Count Xl
(dilution under state and federal law); and (7) [ Count]
XIll (comon | aw m sappropriation).



Id. at 286-87. Motions by both plaintiff and defendants to

reconsi der Enpresa Il were denied on Cctober 8, 2002. See Enpresa

Cubana de Tabaco v. Culbro Corp., 2002 W. 31251005 (S.D.N. Y. Cct.

8, 2002) (“Enpresa I117).

In an opinion dated March 12, 2003, the Court struck
General Cigar’s inadequate defense of abandonment and permtted it
to anend its answer to assert an adequate abandonnent defense, and
excluded the testinony of two late-disclosed witnesses.

See Enpresa Cubana de Tabaco v. Culbro Corp., 213 F.R D. 151

(S.D.N Y. 2003) (“Enpresa 1V").

I n accordance with these rulings, the trial took place on
vari ous dates between May 27, 2003 and June 23, 2003. Post-trial

argunment was heard on October 9, 2003.

FINDINGS OF FACT

The followng constitute the findings of fact of this
Court and are based wupon evidence adduced from the trial,
testifying wtnesses, over 1,500 exhibits, and the proposed

findings of fact from Cubatabaco and General Ci gar.
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History of the Cohiba Mark Prior to 1992

Cubatabaco’s Use of the COHIBA Trademark

In 1969, Cubatabaco filed an application to register the
“COHI BA” mark in Cuba. By 1970, cigars branded wth Cubatabaco’s
COH BA trademark were being produced at the El Laguito factory in
Havana. The cigar box and band bore a distinctive design devel oped
for the COH BA cigar as well as the COH BA trademark. The box is
pl ain and unpainted -- the box top contains only the COH BA nane
and an Indian Head | ogo, colored solid black, in the |ower right
corner. The band consists of a solid yellow field on the bottom
section, and rows of white squares on a black field on the top
The name COHIBA, in all capitals in black on a white background in
a bold sans serif font, straddles the top and bottom secti ons.

The registration issued on May 31, 1972.

Throughout the 1970's, Cuban COHI BA cigars were
commercially available and sold in Cuba at Havana’s main hotels,
upscal e restaurants and two retail outlets. From 1970 to 1975
Cubat abaco clains that annual sales at the two retail outlets in
Havana averaged approximately 100,000 cigars and increased to
approxi mately 180, 000 cigars per year by 1975. |In addition, since
at |l east 1970, COHI BA cigars had been sold to the Cuban Council of
State, which includes the office of the Cuban President and to

anot her Cuban state enterprise which in turn sold the cigars to

11



Cuban M nistries and other governnent institutions.? Cubatabaco
clainms that the total volunme of sales grew from approxi mtely
350,000 to 375,000 per year from 1970 to 1975 to approximtely
550,000 to 600,000 per year from 1975 to 1980. There are no
records of these sales, however, as Cubatabaco has a policy of

destroying its sales and production records after five years.

By January 1978, Cubatabaco had nmde application to
register COHIBA in 17 countries, including nost of the Wstern
Eur opean countries.® The applied-for registrations issued in due
course. Cubatabaco did not, however, sell COH BA ci gars outside of

Cuba until 1982.

In July 1981, Cubatabaco announced that it would soon

begin comercial exports of COH BA in Cubatabaco |nternational

(Jul y- Decenber 1981), published in English for the foreign cigar
trade. The COHI BA cigar was on the issue’s front cover. 1In this
publ i cati on, Cubatabaco expressly positioned COH BA as t he pi nnacl e

of Cuban cigars.

2 Ceneral Cigar contests the characterization that cigars
obtained and given away by Fidel Castro, other governnental
officials and entities were sal es by Cubat abaco.

® The countries were: Geat Britain, Ireland, Belgium the
Net her | ands, Luxenbour g, Spai n, France, Denmar k, Por t ugal ,
Australia, Egypt, South Africa, Argentina, Mexico, Swtzerland,
Venezuel a, Col onbia, and Italy. Cubat abaco has by now regi stered
the mark in nore than 115 countries total.

12



On  June 30, 1982, Cubat abaco |aunched COHI BA' s
international commercial sales at an event in Madrid during the

VWrl d Cup.

I n 1983, Cubat abaco sought to regi ster the COH BA mark in
the United States for the first tinme. In August 1984, its United
States attorneys, Lackenbach, Siegal, Mirzullo, Pesa & Aronson
(“Lackenbach”), informed Cubat abaco that General C gar had al ready

obtained the registration on February 17, 1981.

On February 22, 1985, Cubatabaco filed an application
with the PTOto register inthe United States the BEH QUE mark with

the sane trade dress it used on COHI BA cigars.

In 1987, Cubatabaco sought and obtai ned an opi nion from
Lackenbach on whether to begin |egal proceedings over the COCH BA
registration. Thereafter, Cubatabaco |earned that General Cigar
had filed a Declaration of Use and Incontestability for its COH BA
regi stration under Sections 8 and 15 of the Lanham Act in 1986 in
connection with its 1981 regi stration for COH BA. Cubatabaco chose

not to take any action agai nst General C gar.

General Cigar’s Use of the COHIBA Trademark

Ceneral Cigar first learned of the nane “COH BA” in the

|ate 1970's. Ceneral G gar executives had read a Forbes article

13



publ i shed on Novenber 15, 1977 discussing the inpact of Cuban
cigars on the US. industry and noting that Cubatabaco was
developing a COH BA cigar to market abroad. In addition, a
Decenber 1977 internal nenorandum refers to COHIBA as “sold in

Cuba/brand in Cuba” and “Castro’s brand cigars.”*

In February 1978, GCeneral Cigar enployee Oscar Boruchin
(“Boruchin”) discussed the COH BA brand with Edgar Cullman Jr.
(“Cull man”), chai rman of Cul bro. Boruchin purportedly had | earned
of COHIBA froma friend who visited Cuba on behalf of the State
Departnment during the Carter Administration and was given COH BA

cigars in Cuba by “the highest echel ons of governnent.”

On March 13, 1978, General Cigar filed an application to
regi ster “Cohiba,” with a claimed first use date of on or before
February 13, 1978. Before or after pursuing this application
General Cigar did not request counsel to conduct a trademark search
in Cuba or internationally, which would have discl osed the Cuban
regi strations. There is evidence to suggest that such a search

woul d not have been industry practice in these circunstances.?®

4 The words canme from handwitten notations on an internal

menor anda, and t he handwriting was never identified. General G gar
claims that this witing cannot establish that it knew that
Cubat abaco was using the COH BA nark or selling COH BA cigars prior
to General Cigar’s first use or application to register the COH BA
mar k.

> Wiile other US. law firms could and did conduct
i nternational trademark searches at the tine, General Cigar cites
the testinony of a U. S. trademark | awyer retai ned by Cubat abaco who
stated that he has never conducted a trademark search in Cuba for

14



It is a disputed i ssue as to whet her the COH BA nane was
wel | -known at this tine. Boruchin testified that he told Cul | man
that “[n]obody knew the brand,” and it was “not on the market,”

“didn’t nmean anything to anybody,” and was “just given to visitors,
di pl omats.” Cubatabaco states, however, COH BA cigars were well -
known in the United States cigar industry and anong the public
because of the Forbes magazine article and a February 6, 1978
article in New York magazine featuring Cubatabaco and COH BA
Further, nunmerous United States journalists, business executives,
and ot hers knew of the brand fromseeing it on cigars for sale in
retail outlets and hotels in Havana, fromreceiving COH BA cigars

as gifts in Cuba and at receptions in the United States, and by

wor d of nout h.

On July 25, 1978, the U S. Patent and Trademark O fice
(“PTO') asked General Cigar “whether the term COH BA has any
nmeani ng or significance in the rel evant trade or industry.” General

Ci gar answered in the negative.

On March 20, 1979, the PTO in another Ofice Action,
not ed, “Cohiba is a geographical tobacco grow ng region of Cuba,”
and stated that the COH BA application would be refused as either

geographically descriptive or m sdescriptive, dependi ng on whet her

a party who did not intend to use or register the mark in Cuba.
Mor eover, he stated that he generally does not conduct any foreign
trademark searches for clients who want to use the mark in the
United States only.

15



the goods were from Cohi ba. In a Septenber 14, 1979 response,
General Cigar asserted that COH BA was “wholly arbitrary” and
“fanciful and arbitrary,” which Cubatabaco clainms General G gar

clearly knew to be fal se.

On Novenber 4, 1980, General Cigar’s COH BA application
was published in the Trademark Ofice Oficial Gazette for
opposi ti on purposes. Nei t her Cubatabaco nor any other entity
opposed General G gar’s COH BA application. General G gar obtained
United States registration for the COH BA mark, Registration
1,147,309, on February 17, 1981.°

CGeneral Cigar sold a cigar under the COH BA nane from
1978 until late 1987. From 1978 to 1982, General G gar shipped
1000 or fewer COH BA-branded cigars per year. The cigars were
Wiite OM “stock” machi ne-made cigars that were shipped along with
other White OM cigars (or other “seconds”) | abeled with as nmany as
32 other different brands as part of a “trademark naintenance

program’”

Begi nning in Novenber 1982, Ceneral Cigar placed the
COHI BA brand on its pre-existing Canario D Oro premiumcigar. The

® Wiether the trademark was legitimately obtained is a matter

of dispute. Cubat abaco clains that General G gar’s inconplete,
m sl eadi ng and fal se responses to the PTO s queries were certainto
m sl ead the PTOfroma full and proper consideration of the matter,
i ncl udi ng that the Cuban brand was protected fromregistration or
use in the United States under the Inter-Anerican Convention.

16



total sales from 1982 to 1985 were approxi mately 600,000 cigars,
while fewer than 10,000 cigars were sold in 1986-87. The cigars
are described by CGeneral Cigar as an “upscal e bundl e” of cigars,
“positioned between prem um and machi ne-nade cigars in ternms of
price and quality.” As a result of the declining sales, the |ack
of advertising by General Ci gar, and the nearly conpl ete absence of
medi a nentions of the early CGeneral Cigar COHI BA, “[b]y Novenber
1992, whatever goodwill, if any, generated by the sales in the
early-md 1980's woul d have | ong been entirely dissipated.” Al an

Si egel (“Siegel”) Report, PX 318, at { 5.

Fame of the COHIBA Mark in 1992 and lLater

Evidence of the Fame of the COHIBA mark in November 1992

No st udi es were conm ssi oned by either party to determ ne
the | evel of awareness of COHIBAin the U.S. in 1992. As aresult,
the quantitative data that experts from both sides relied on was
from periods before and after General Cigar resuned use of the

mar k.

Cubat abaco has present ed evi dence whi ch denonstrat es t hat
there was a significant interest in Cuban cigars generally in the
period before General Cigar’s reintroduction of the mark. Cull nman
has acknow edged t hat “Cuban cigars have had a nystique in the U S.

since the enbargo.” Tr. at 1021. |In addition, according to the

17



Ci gar Association of Anerica, the cigar industry’s national trade
organi zation, in 1988-89, despite the enbargo, “as much as 10% of
the 56 million premiumcigars snoked in the United States were of
Cuban origin.” PX 217. The nost substantive indication of
interest in Cuban cigars and/or COH BA cigars by prem um cigar

snokers, however, comes from survey evidence.

The Shanken Survey

I n Decenber 1991, a survey was conducted on behal f of M
Shanken Communi cations, Inc. (the *“Shanken Survey”). The results
were tabul ated in January 1992. The survey participants were not
representative of the general popul ation, nor were they intended to
be. Approximtely 44% of the respondents reported annual incones
of over $100, 000. Most of the respondents were selected from a

list of subscribers to Wne Spectator, which is published by M

Shanken Conmuni cati ons, |nc.

The survey respondents expressed a particular interest in
Cuban cigars: 47%of the respondents thought Cuba produced t he best
cigars; 33%of the respondents traveled outside the U S. at |east
two tines a year, and 54% of these travelers indicated that they
had purchased Cuban cigars while traveling; and 24% of the
respondents stated that the brand of cigar they normally snoked was

Cuban.

18



The Shanken Survey did not neasure either unaided
awar eness or aided awareness for any cigar brands. Unai ded
awar eness i s awareness of a brand wi thout the benefit of pronpting,
whi | e ai ded awareness neasures the recognition of a brand after
that brand has been nmentioned. As neasured by the Shanken Survey,

awar eness of the Cuban COHI BA was quite | ow

Only 0.6% of respondents nentioned COH BA as the nost
preferred brand they normal |y snoked, which placed it in
a tie for 25th out of 26 anmong all brands nentioned.
COH BA was only ranked 8th anmong all Cuban cigars.

When asked about all brands of cigars normally snoked,
1.1%of respondents nmentioned COH BA, which placed it in
atie for the 29th position out of 30 anong all brands.
Among Cuban brands, COH BA was ranked 8t h.

2. 2% menti oned COHI BA when asked about the finest cigar
t hey had ever snoked. On this nmeasure, COH BA was tied
for the 8th position out of 9, and was ranked 6t h anpng
Cuban brands. However, in the over $3.50 per cigar

group, COHIBA tied for fourth place, with 6% nentioni ng
it.

Based in part on the Shanken Survey, General G gar’s
expert Itamar Sinonson (“Sinonson”), a nmarketing professor at
Stanford University, hypothesized an unai ded awareness |evel of
3.5% Sinobnson also testified that given that figure, the true
awar eness |evel was “well below 50% and in all Iikelihood, well
bel ow 15 to 20%” although he could not “put a nunber on that.”
Si nronson Dep. at 119.
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February 1992 issue of The Wine Spectator

The Wne Spectator nagazine published a feature in its

February 15, 1992 issue entitled “The Allure of Cuban G gars
Speci al Report from Havana 30 Years After the U S. Enbargo.” PX
1157. The issue included several articles on Cuban cigars, and

described COHIBA as Cuba’'s “finest” cigar. Anot her article

reported that COHIBA is “the hot brand” in London’s cigar shops.
In an article entitled “The Man Behi nd the Coveted Cohiba,” it is
reported that

Cohiba is revered by cigar aficionados |like Lafite or
Petrus are treasured by w ne connoi sseurs. Aneri can
cigar collectors are known to pay three or four tines the
normal retail price for a box of 25 Cohi bas snuggl ed into
Aneri ca. Actor Tom Cruise reportedly has a standing

order for two boxes of Cohi ba Robust os whenever he is in
Eur ope.

| d. The total paid circulation of the February 15 issue was

105, 659 i ssues. PX 1221.

The Launch of Cigar Aficionado

Sonetinme in 1992, Marvin Shanken (“Shanken”), the editor

and publisher of Wne Spectator, approached Cubatabaco to seek
advertising and assistance in putting together articles for G gar
Aficionado. Cubatabaco agreed to advertise in the magazi ne and to

provide information for articles about its cigars by giving Shanken
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and his reporters access to farns and factories and setting up
i ntervi ews upon request. Cubatabaco agreed to pay the expenses of

Shanken and others from C gar Aficionado for their trips to Cuba.

On Septenber 1, 1992, M Shanken Communi cations, |nc.
(“Shanken Communi cations”) published the premer issue of

Ci gar Aficionado nagazine (the “premer issue”). Oher than trade

papers, it was the only U. S. publication devoted to prem umci gars,
and remai ned the sole publication of its kind for several years.

Before Cigar Aficionado was published, the only article discussing

t he Cuban COHI BA in any detail was one witten by Shanken and Janes

Suckling, G gar Aficionado’s European Editor, in the February 15,

1992 i ssue of Wne Spectator.

The premer issue of GCgar Aficionado had a US.

circulation of 115,000 copies. O these, 73,000 represented paid
subscriptions, 32,000 went to newsstands (inclusive of cigar retail
stores, street newsstands and bookstores) and 10,000 were

pronoti onal .

At year-end 1991, there were 467,000 prem um cigar
snokers in the U S.; by year-end 1992, there were 483, 100. Thus,

the circulation of the premer issue of G gar Aficionado was equal

to approxinmately 25% of all prem umcigar snokers at the tine.
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G gar Aficionado’s premer issue was a gl ossy, full color

upscale publication with high production values. The issue
contains a six-page story entitled, “The Legend of Cohiba: C gar
Lovers Everywhere Dream of Cuba’'s Finest Cigar.” COHI BA is
descri bed as “l egendary to cigar aficionados,” and snoki ng a COH BA
is described as “giving the same kind of satisfaction as a
wonder ful gl ass of Chateau Lafite-Rothschild does to a wi ne |over
or a superb main course at a Mchelin three-star restaurant does to
a gourmet.” The issue also rated cigar brands, and gave t he COH BA
Robusto the highest ranking, a 96 out of 100. O her highly
positive references to the Cuban COH BA appear throughout the
magazi ne. O her than COHI BA, no article in the premer issue is
devoted to a particular cigar brand. Si egel, who has extensive
experience in the branding and marketing of products, testified
that “[i]n nmy nore than 35 years of experience, | cannot recall any
product in any category getting nore powerful and favorable
publicity than the Cuban Cohiba received in the premer issue of

C gar Aficionado.” Siegel Direct | 17.

The premier issue was published with two different
covers, one for the U S. market and one for the rest of the world.
Both nmentioned “Cuba’s Best Cigar” on the cover, but the
i nternational cover featured those words, while the U S. cover
pl aced the words in smaller print at the bottom headlining instead
“America’ s Favorite Cigars,” areference to an article w thin about

Domi ni can- made ci gars.
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Al though it cannot be quantified with precision, the
Cuban COHI BA was further publicized by pass-al ong readership, the
phenomenon whereby “readers talk to ot hers about what particularly
menorabl e articles they have read in an authoritative publication
and frequently pass along the issue.” Siegel Direct ¢ 51.
Cubat abaco’ s expert, Alvin Cssip (“Ossip”) testified that a prem er
i ssue of a nmagazine would receive greater than average pass-al ong

r eader shi p.

Other Publicity Following the Premier Issue

The Sept enber 21, 1992 i ssue of Newsweek, with a national
circulation of 3,195,309, see PX 64.1, reported on the |aunch of

Cigar Aficionado nmagazine. The article described G gar

Aficionado’'s “blind tastings,” and noted, “Unfortunately this
nmonth’s winner, the five-inch Cohiba Robusto (‘mouth-filling with
rich coffee, spicy flavors and an inpressively long finish), is
Cuban and can’t be bought on the open U.S. market.” PX 1112(c)(1)-
49 at P10897. The article also comented on the “inpressive 60
pages of ads for such prem um products as a handbl own bottl e of
A enlivet Scotch at $650, Louis Vuitton luggage and, of course,

Cohi ba cigars.” 1d.

O her articles published soon after the prem er issue
focused on the growing cigar market and referenced both G gar

Aficionado and COH BA. See Cynthia Penney, “Puff Piece,” Forbes,
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Nov. 23, 1992 (observing that Cuban cigars “have enornous cachet”
and noting denmand for “the fabled Cohi bas and Punches and Monte
Cristos”); Gregory Katz, “Dom nicans Burn Wth a Desire to Claim

Ci gar Dom nance,” Dallas Mrning News., Nov. 1, 1992 (referring to

COH BA and Montecristo as “the best Cuban cigars”).

Other Media References

Between 1986 and Novenber 20, 1992, there were
approxi mately 46 news articles published which nentioned COHI BA.
The majority of the articles are not about cigars and nention
COH BA only in passing. Over 70% of the articles contain only a
single reference to COHHBA. No evidence has been produced as to
how many prem um cigar snokers were exposed to the articles.
However, COHIBA is referred to in the articles very positively and
is portrayed as the cigar of the rich and powerful. A 1990 New
York Tinmes article onthe filmdirector Mchael Wnner reports that
W nner snoked a “$15 Cohi ba cigar as snoked by Castro” and quotes
hi m observing: “Have you noticed that the world s greatest |uxury
itenms in the world are always ‘as used by’ Comunist | eaders?”

John Cul hane, In ‘Bulls-Eyel’ the Aimis Laughter, N Y. Tines, Jan.

14, 1990, at Sec. 2, p. 15. A 1992 article in a Mam newspaper
stated in a featured sentence in |arge print: “Cohi bas, the best of
t he Cuban-rmade cigars, sell for $12 to $25 in London.” Nancy San
Martin, Fake Cuban Cigars Raise Quite A Stink, Mam Herald, Sep

30, 1992, at 1B
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The evidence presented by Cubat abaco denonstrates that
there was significant awareness of the COH BA brand in Novenber
1992. Wil e the Shanken Survey shows that awareness was quite | ow

prior to the premere issue of Cigar Aficionado, that issue

provi ded a significant boost in nane recognition for the brand.
The only significant data on the fame of the brand that post-dates
the premer issue conmes a year and a half after General G gar
resuned sales of its COHBA cigar, as set forth below
Undoubtedly, the continued publicity of the Cuban COH BA in
subsequent issues added to whatever fane the brand had achi eved in
Novenber 1992. Neverthel ess, the data from July 1994 can be
reasonabl y extrapol ated to determ ne that the estimates provi ded by
Gssip for md-1994 to nmid-1995 do not grossly overestimate the
probabl e awar eness of the Cuban COH BA brand in Novenber 1992.

The Introduction of the General Cigar COHIBA in 1992

In Septenber 1992, followng the publication of the

prem er issue of G gar Aficionado, General G gar made a decision to

adopt the nanme “Cohiba” for a new super-prem um cigar product.
CGeneral Cigar made the decision in part to capitalize on the
success of the Cuban Cohi ba brand and especially the good ratings

and the notoriety that it had received in Cgar Aficionado. The

Cener al C gar nmanagenent, including President David Burgh

(“Burgh”), discussed the G gar Aficionado article. The managenent

was pl eased that the Cuban Cohi ba had rated so well in the premer
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i ssue, and thought that it would be good if General Ci gar were able

to capitalize on those good ratings.

On Novenber 20, 1992, Ceneral G gar reintroduced its
COH BA as a prem umcigar, sold through Alfred Dunhill, a high-end
nati onwi de chain of cigar stores. General Cigar acknow edges that
the reintroduction was at least in part a response to G gar
Aficionado’s coverage of the Cuban COH BA. However, Cullman and
Ronald MIstein (“MIstein”), a former in-house attorney for
General Cigar, both testified that General Ci gar had intended to
| aunch a prem um COHI BA ci gar and had been engaged in di scussions
w t h out si de counsel since 1989 regardi ng possi bl e use of the Cuban
trade dress on such a cigar. No docunentary evi dence was adduced
showi ng that General Ci gar had plans for a “super-prem uni cigar

prior to the premer issue of G gar Aficionado. Ceneral G gar has

stated that “[t]he high ranking of the Cuban COH BA and the
perception at the conpany that the brand would grow i n prom nence
notivated Ceneral Cigar managenent to direct that a product be

i ntroduced as soon as possible.” Def.’s PFF, { 63.

In reintroducing its COH BA, the General G gar nmanagenent
wanted to use trade dress for its product as close as permnissible
to that of the Cuban COH BA. General Ci gar pursued this strategy
because “they wanted to sonehow capitalize on the success of the
Cuban brand, and especially at this point in tinme the good ratings

that it got, the notoriety that it got from G gar Aficionado.”

26



M| stein Dep. at 283. General Cigar’s Vice-President of Mrketing,
John Rano (“Rano”), retained a graphic designer and asked himto
produce packagi ng that was “exactly same.” Bachner Dep. at 56-57.
The designer did as instructed, although the prototypes that were

made were never used in conmerce.

When consi deri ng packagi ng for the General G gar COH BA,
MIlstein wote to General Cigar’s trademark counsel, Harry Marcus
(“Marcus”) of Mdrgan & Finnegan, stating: “Enclosed is a | abel, a
box with a | abel, and a cigar with a band from Cubat abaco’ s COH BA
brand cigar. As we discussed, we would like to use a | abel as near
as possible to this one. Please reviewtheir U S registration and
suggest | abel designs as close as possible to these.” PX 926
General Cigar did not tell Marcus that their purpose for wanting to
use a |l abel as close as possible to the Cuban COH BA was in order
to capitalize on the success and notoriety of the Cuban brand. See
Tr. 1154-55 (“He wouldn’t have told nme because that is not what |

understood his purpose to be.”).

The General Cigar COH BA that was introduced i n Novenber
1992 was sold in a high quality but plain woden box. The box had
only the COH BA nanme on the Iid and the nane of Ceneral Cigar’s
i mporting conmpany on the bottom with the words “made in the
Dom ni can Republic.” DX 287. The COH BA nane printed on the box
was in a bold sans serif typeface |ike that of the Cuban COH BA and

was in alocationsimlar to that of the Cuban COH BA box. General
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Cigar did not use any elenent of Cubatabaco’ s registered Cuban
COH BA trade dress, such as the Indian Head | ogo or the bl ack

white and yel |l ow design. The box did not have any | ogo or design,
and the cigars were sold w thout bands. The cigars were sold
wi t hout bands because General CGCigar “didn't want anything to be
registering in a very big way with the consuner for a |ong period
of time,” Rano Dep. at 99, and “because the brand image was in
transition, [General Cigar] did not wwsh to conmt to a band with

a particular design onit.” Collman Direct { 56.

The General Cigar COH BA introduced i n Novenber 1992 was
in fact a preexisting Ceneral Cigar product, “Tenple Hall.”
General Cigar initially manufactured a small quantity --— 3600
cigars -— and sold themexclusively through Alfred Dunhill stores.
Dunhill agreed to sell the unbanded Tenple Hall-COH BA branded
ci gar because of the COH BA nane. The Dunhill catal og advertised
the CGeneral G gar COHIBA as the “[r]ightful heir to the Cuban
| egend,” and noted that “[t]he cigars have no band, but you wll
know.” PX 335. Another Dunhill catalog states in reference to the
General G gar COHI BA that “[t]oday’ s cigar enthusiast need | ook no
further than the Alfred Dunhill hum dors for this cel ebrated range
of Cuban origin.” PX 1153. 1In March 1994, Marc Perez (“Perez”),
a buyer for Dunhill, characterized the Cuban Cohiba as “the nost
| egendary cigars in the U S. market, where they cannot |egally be

purchased.” PX 899. Perez testified that when he wote that he
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was “playing off the hype that | believe started with the article

in the premer issue of Cgar Aficionado.” Perez Dep. at 436.

The Tenpl e Hall - COHI BA was sold by Dunhill, and | ater by
Mke's Cigars, a Florida retailer, wholesaler, and nail-order
distributor, for alnost five years, from the end of 1992 to

sonmetinme in 1997. General Cigar engaged in no advertising or

pronotion of its Cohiba cigar from 1992 to 1997. Sal es of the
General Cigar COH BA from Novenber 1992 to 1996 were as foll ows:

1992: 5600
1993: 50, 000
1994: 49, 000

1995: 101, 000
1996: 96, 000

These sal es constituted | ess than 0.05% of General G gar’s annual

prem um ci gar sales from 1992 to 1996.

In late 1992 and early 1993, Ceneral Cigar decided to
seek Cubat abaco’s permission to use its registered Cohiba trade
dress. According to a nenp authored by MIstein in January 1993,
the stated rationale for seeking Cubatabaco’s perm ssion was that
inorder “[t]o aid GCin successfully repositioning and rel aunchi ng
its Cohiba brand cigar, it would be useful to exploit the

popul arity, famliarity, brand recognition and overall success of
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t he Cuban Cohi ba.” PX 1084. According to MIstein, this referred
to General Cigar’s intent to develop a brand image in the US
based on the growi ng reputation of the Cuban COH BA outside the
United States. Tr. 1286-87. The nmeno also stated that “[t]he
obvi ous inmmediate benefit for GC of such an arrangenment is to
pronote its relaunch of Cohiba and exploit the brand recognition
and image of its Cuban cousin.” PX 1084. The plan to seek

perm ssi on from Cubat abaco, however, was ultimtely abandoned.

In the sanme period fromlate 1992 to early 1993, Genera
Ci gar devel oped a marketing and advertising strategy with its | ong-
time advertising agency, MCaffery, Ratner, Cottlieb & Lane
(“McCaffery Ratner”). The strategy, “Marketing the Cuban G gar,”
was prepared either by McCaffery Ratner or by General Cigar in|late
1992 and early 1993. The docunent describes the fame of Cuban
Cohi ba:

Cohiba is the magic word in the cigar industry. It is
consi stently given top ranki ng by the i ndustry judges and
the nane has a high recognition factor here in the U S.
despite the fact that it cannot be purchased in the
country.

PX 966. The possibility of confusion between the two brands was

al so consi der ed:

There is a problemthat could lead to confusion in the
mar ket pl ace with the i ntroduction of a premiumcigar with
t he Cohi ba name. There is a “Cuban” Cohi ba al ready bei ng
advertised here. This creates an uneven playing field
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for the new introduction. It neans, essentially, that
every Cohiba ad will benefit that cigar equally as well
as the Anerican Cohiba cigar. When the enbargo is
lifted, it is inportant that General Cigar continue to
own the Cohiba nanme so that they will have |everage in
distributing the real, Cuban Cohi ba.

Id. Part of General Cigar’'s strategy was to foster an associ ation
of the General Cigar COH BA with Cuba. Phase 1 of the narketing
strategy was to “[e]xploit the Cohiba name, with its reputation as
one of the world’ s finest cigars, to build a brand image for the
U S. product.” PX 314. Anmong the “tactics” to be used in
i npl enenting that strategy was “sublimnally connect[ing] the
Cohi ba name with the romance of pre-Castro Cuba,” id., despite the
fact that Cohi ba was devel oped after the Cuban Revolution. To do
this, MCaffery Ratner originally suggested a “Cohiba Launch
Canpai gn”:

For the introduction of Cohiba we recommend a speci al
event. The tine is the 50's, the place Havana, Cuba,
where the fantasy, gl anour, romance and nystic [sic] were
at its height and the wealthy Anmericans and Europeans
used it as their playground. W want to titillate the
menories of those who have known and those who have
wonder ed.

PX 940.1. The phrase “the place Havana, Cuba” was replaced with

“And the place is remniscent of the favored playgrounds of the

Cari bbean,” id., but the proposal was ot herw se unchanged.
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The 1994 and 1995 Surveys

The first survey after G gar Aficionado’ s publication was

conducted by General Cigar in July 1994 by tel ephone with a sanple
of 200. The source of the respondents or their qualifications has

not been provided by General Cigar. However, Ossip reports that:

The respondents in these studies, conpared with those in
t he Shanken Study, were less likely to be $200, 000 a year
earners and less |likely to be corporate executives and
manager s, al though there was a general upward i ncone skew
anong respondents. They were sonmewhat nore likely to be
under 35 years of age than those in the Shanken Study and
sonmewhat less likely to buy cigars via mail order.

Cssip Direct, § 36. The 1994 survey neasured the percentage of
respondents who indicated that they had tried a COH BA cigar
(“trial awareness”) at 18.5% placing it 10th anong all brands of
prem um cigars. Unai ded awareness in this survey, and in
subsequent surveys, was neasured by first asking “What is the first
brand of cigar you can think of?” and follow ng that up with “Wat
ot her brands of cigar can you think of?” Respondents were not
asked to nane Cuban brands. According to the survey, the unaided
awar eness |l evel for COH BA was 14.5% No ai ded awareness survey

data was taken for COH BA, or for any other Cuban brand.

Anot her tel ephone survey, reported in February 1995 with
a sanple of 304, but likely conducted earlier, registered a tria

awar eness for COH BA of 21.4% and an unai ded awareness of 17.1%
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A third post-publication survey, reported in May 1995 with a sanple
of 363, registered a trial awareness of 23.4% and an unaided
awar eness of 16.7% Si nonson, the defendant’ s expert, hypot hesi zes
that trial awareness is higher than unai ded awar eness because the
previous trial awareness questions “are likely to aid the consuner
in retrieving cigar nanes from nenory.” Simonson Direct | 47.

Cssip simlarly suggests that unai ded awareness data

is obtained in studies like these in a telephone
i ntervi ew where the respondent may not gi ve deep t hought
to plunmbing his nmenory for brand nanes, and where the
i nterviewer, who has a long interviewto conplete, wl|l
nove the questioning along when the respondent pauses.

Cssip Direct | 38. On average, respondents volunteer 4.4 brand
nanmes (sone of which are not prem um brand names) but they report

having tried an average of 6.8 brands.

All three surveys collected aided awareness data for
ot her brands. The follow ng tables sunmarize the figures for four

brands with conparable trial and unai ded awar eness rat es:

July 1994
Trial Unaided Aided
Davi dof f 27 18.0 73
Hoyo de Monterey 26 11.5 76
Avo 26 13.0 52
Asht on 22 8.5 60
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COHIBA 18.5 14.5

February 1995

Trial Unaided Aided
Davi dof f 28 16. 8 77
Hoyo de Monterey 32 16.4 80
Avo 31 15.0 58
Asht on 22 7.2 58
COHIBA 21. 4 17.1
May 1995
Trial Unaided Aided
Davi dof f 31 18. 4 80
Hoyo de Monterey 32 17.1 83
Avo 32 14. 6 61
Asht on 23 7.7 57
COHIBA 23.4 16. 7

Ai ded awareness frequently overstates the true brand
awar eness because of the phenonenon of “spurious awareness.”
Spuri ous awar eness occurs when survey respondents are asked whet her
they have heard of a particular brand name; if the nanme seens
pl ausi bl e for the product category, sone respondents will say they
have heard of it even if they have not. Bot h Cubat abaco’ s and
CGeneral Cigar’s experts have concl uded, however, that “it is al nbst

al ways the case that true awareness exceeds unai ded awareness.”
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Tr. 1427 (Sinmonson). One way to address the problem of spurious
awareness is to include “controls,” which are “often fictitious
brand names that appear plausible for the product category or
existing brands from related but different product categories.”
Si nonson Direct § 26. Controls were not used in the 1994 and 1995
surveys. Neither General C gar nor Cubatabaco provi ded an estimte

of the degree of spurious awareness in the three tel ephone surveys.

Cubat abaco’ s expert, Ossip, has estimted that based on
the survey data “it is likely that Cohi ba awareness in md-1994 to
m d-1995 was in the 62-71% range.” Cssip Direct T 50. Cssi p
exam ned the three surveys for the differences between unai ded and
ai ded awareness for nine brands (four of which are shown above),
and then averaged the differences as a guideline for the likely
increnent over Cohiba' s reported unaided awareness. GCssi p
initially averaged seven of the nine brands, which yielded an
average increnent of 55% Gssi p excluded Macanudo and Partagas
“because their extrenmely high trial rates imt the potential for
the increment between unai ded and ai ded awareness.” |1d. at 9 43.
In response to criticism by Sinonson, Ossip averaged all nine
brands, which produced an average increnent of 48% Nei t her of
t hese approaches are generally used, and are not reported in the
relevant literature. Ossip explains his resort to estimation as

foll ows:

The task of deriving an estimte of aided awareness from
unai ded awar eness nunbers i s uncommon since i f one has an
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interest in both nmeasures then such information woul d be
coll ected. Apparently, Ceneral Cigar was interested in
the nine brands for which both types of data were
collected, but not in Cohiba unaided awareness
Consequently, | cannot draw on established procedures.

Cssip Direct § 41. Sinonson criticizes the nethodol ogy because it
is guaranteed to yield an ai ded awareness | evel of 48% even for a
brand with zero unai ded awareness. While such a result would not
make sense, Sinonson’s criticismhas only |imted application when
applied to unai ded awareness | evels which are conparable to other
brands. In fact, three to four brands in each survey registered
| ower unai ded awar eness t han COHI BA, despite being available in the
United States. It is therefore appropriate to use an estinmation
techni que i n determ ni ng the Cohi ba’ s ai ded awareness | evel in 1994

and 1995,

Wiile it is true, as Ceneral Ci gar argues, that “thereis
no way to derive aided awareness for a given brand from the
rel ati onshi p bet ween ai ded awareness (or trial awareness) for other
brands because these rel ati onshi ps may vary significantly fromone
brand to another,” Def. PFF § 86, it does not therefore foll owthat
It is illegitimte to estimate aided awareness based on simlar
data for other brands. GCeneral G gar provides no evidence that the
ai ded awareness figures for COH BA would be significantly | ower
than those of other brands with conparable trial and unaided
awar eness figures. | ndeed, Sinpbnson also wuses estinmation

techni ques to derive an awareness figure fromthe Shanken Survey,
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whi ch did not ask about unai ded or aided awareness. See id. at 91
77-81. Based on the evidence provided in the 1994 and 1995
surveys, aided awareness of the COH BA brand was significantly

hi gher than 50%in July 1994.

Cssip also testified persuasively that the wunaided
awar eness of Cohi ba would have neasured significantly higher if
questions such as “What brands of Cuban cigars can you think of?”
wer e asked, instead of asking about cigar brands generally. Gssip
Direct § 40. Such an approach is suggested by Kevin Keller in his

book Strategi c Brand Managenent: Buil di ng, Measuring and Managi ng

Brand Equity (2d ed. 2003), pp. 453-57, a book also cited by

Si nonson.

Evidence of General Cigar's Intent in Reintroducing the COHIBA Mark
in 1992

General Cigar Executives’ Trip to Havana

I n Novenber 1992, MIstein and Al fons Mayer (“Mayer”),
then General G gar’'s Vice President for tobacco, attended a
synposium in Havana celebrating the fifth centennial of the
di scovery of tobacco. M| stein does not speak or read Spanish
al though he was involved in the |legal aspects of General Cigar’s
i nternational business. Myer had worked for General Cigar in Cuba

prior to the revolution, and was fluent in Spanish.
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Nei t her M| stein nor Mayer had been instructed to engage
i n any discussion with Cubatabaco. Their plans were to | earn nore
about the world cigar markets and assess the inplications for the

conpany shoul d the enbargo end.

Mlstein and Mayer had a neeting wth Cubatabaco’s
Presi dent, Franci sco Padron (“Padron”), on Novenber 3, 1992. There
was no nention of COHI BA at the neeting. However, according to a
meno by MIstein dated Novenber 25, 1992, “Padron nade it very
clear that trademarks are not inportant. He said that Havana w ||

sell cigars no matter what name they have.” DX 88.

MIstein was also introduced to a junior Cubatabaco
attorney naned Adareglio Garrido de la G ana (“Garrido”) at a party
i n Havana. At the tinme Garrido did not speak English and only
under st ood spoken English poorly. Garrido did not have any
responsibilities for Cubatabaco’'s trademarks in the United States
or in any other English-speaking territory. According to a nmeno
prepared by MIlstein on Novenber 20, 1992, when MIlstein and
Garrido discussed COH BA, Garrido stated that Cubatabaco
“acknow edged that we owned the nane in the U S. and that we woul d
be free to sell a cigar under that nane there.” DX89. However
the neno states that Garrido objected to the use of the COH BA
trade dress. Ml stein has no recollection of his conversation with

Garrido other than reviewing the neno he prepared afterward, and
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does not renenber if he nmade any notes relating to the

conversation

Garrido testified that he never told representatives of
Ceneral G gar that it was free to sell cigars in the U S. under the
COH BA nane, stating that “not even if | had lost nmy mnd would |
have sai d anything” about the rights to COHHBA. Garrido Direct
3. Mlstein describes the neeting as “very much a social neeting
inthat it was a friendly sort of chat rather than us sitting down
around a conference table.” Tr. 1224, There was also no
di scussion of whether Garrido had been authorized to speak on
behal f of Cubat abaco concerning COHHBA. Only MIstein and Garrido
were present and M| stein does not recall whether Garrido spoke to

hi min Spanish or English.

General G gar has argued that at MIstein s neeting with
Garrido in Havana in Novenber 1992, Cubatabaco recognized that
General G gar owned the COH BA word mark in the United States.
However, the evidence shows that General G gar intended to
rei ntroduce the COH BA mark i n Septenber 1992, before the M| stein-
Garrido neeting. Further, Garrido was not authorized to make such
statenents, and General Cigar’s trademark counsel further warned
that “an acqui escence defense may be difficult to prove based on
oral remarks.” PX 834 at GC 87. Finally, in consideration of
Garrido’s denial that he nmade any statenent to that effect and the

| anguage barrier that separated MIstein and Garrido at the tine,
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the evidence adduced by General G gar of Cubatabaco’s alleged

acknow edgnent is not credible.

General Cigar’s Communications with Its Trademark Counsel

CGeneral G gar’s relaunch of its COH BA cigar took place
before it had consulted with its trademark counsel specifically on
the use of the word mark or the use of the Cuban COH BA trade
dress. Shortly afterward, however, GCeneral G gar requested an

opi ni on on these issues.

In a Decenber 1992 draft opinion letter that was never
formali zed or signed, trademark counsel advi sed General Ci gar that
the use of the COH BA nane along wi th Cubatabaco’ s trade dress
would likely lead a trier of fact “to conclude that there was
del i berate copying to take advantage of the goodw || associated
with the Cuban product.” PX 834. The letter opined that for
Cubat abaco to establish a superior right to the COH BA word nark,
“it would have to prove that (a) a segnent of the U 'S. public
associates the COH BA nmark wi th Cubatabaco, or even an anonynous
source of Cuban cigars; and (b) this brand recognition antedates
General Cigar’s use of the mark in the ordinary course of trade.”
ld. However, the letter concluded that it was “unlikely that
Cubat abaco coul d prove sufficient exposure of the COH BA brand to
cigar snokers in the US. to establish the requisite secondary

meaning or |ikelihood of confusion necessary for Cubatabaco to
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prevail.” 1d. The opinion letter also raises the possibility that
Ceneral Cigar may have abandoned t he COH BA nar k by periods of non-
use following its application for registration in 1978 and the

i ssuance of the registration in 1981.

The letter took into account the publicity created by the

prem er issue of Ci gar Aficionado, but noted that “any brand

recognition which may exist inthe US. is limted to the highest
echelon of the cigar snoking public in terns of anobunt spent per

cigar.” 1d.

The letter acknow edged the alleged comments nmade by
Garrido to MIstein regarding the use of the COHI BA mark in the
U.S., and raised the possibility that the statenments “nay give rise
to the defense of acquiescence in connection with your use of the
word mark.” 1d. However, it also noted that “an acqui escence
defense may be difficult to prove based on oral remarks,” and

suggested obtaining witten confirmation from Cubatabaco. |[d.

Trademark counsel’s advice in the letter was to “file a
new U.S. trademark application, based either on use in commerce or
I ntent-to-use, coinciding with the new |aunch of COH BA product.
If a new application for COH BA depicts the mark in some stylized
form or even in block letters, it would not be deened duplicative

of the existing registration.” |d.
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General Cigar did not rely on the draft letter when it
adopt ed and began use of the Cohiba mark in | ate Novenber of 1992.
Trademark counsel’s letter is dated Decenber 1992, and it was
transmtted to General Cigar on Decenber 2, 1992, after Ceneral

Ci gar has already begun marketing COH BA cigars.

General Cigar Files for a Second COHIBA Registration

Pursuant to the advice of trademark counsel, General
Cigar applied for a second COH BA registration on Decenber 30,
1992. In Decenber 1991, trademark counsel had conducted a
trademark search and provided a | egal opinion that no one el se had
aright tothe COHIBAwrd nmark inthe U S. at that tine. General
Cigar’s application was published for opposition on April 12, 1994,

and granted wi t hout opposition in 1995.

For the purposes of the second application, trademark
counsel faxed to a trademark illustrator a photocopy of the COH BA
mark fromthe Cuban COHI BA box. The resulting block letter draw ng
was attached to the application that trademark counsel filed in
Decenber 1992 on CGeneral Cigar’s behalf to reregister the COH BA

word mark using a specific typeface.

General Cigar clains that it did not believe there was
much awar eness of the Cuban COHIBA in the U S. It relied on the

opinion of its trademark counsel, who were aware of the G gar
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Aficionado articles on the Cuban COH BA, that COH BA was unlikely
to be well-known in the US. Ceneral Cigar also clains that it
bel i eved t hat Cubat abaco di d not and woul d not assert rights to the
COHI BA word mark in the US. as a result of the conversation
between MIstein and Garrido in Havana and Padron’s published

remar ks

Cubatabaco's Intent with Respect to the COHIBA Mark in the U.S.
Between 1992 and 1997

Padron’s First Interview With Cigar Aficionado

In a Novenber 1992 interview, published in the Spring

1993 Cigar Aficionado, Francisco Padron, director of Cubatabaco,

replied to a question regarding the conpany’s future strategy for
Cuban ci gars. The magazine included the follow ng purported

exchange:

CA:  Many Anerican snokers don't realize that there are
two brands of Partagas, a Partagas in America fromthe
Dom ni can Republic and a Partagas sold around the world
from Cuba. Assum ng that tonorrow the enbargo was
lifted, how would it work?

Padron: W are not going to have two brands over there.
Not even in Europe. W decided to break off our dea
wi th Davi doff because of that. So what woul d happen is
that we woul d [ aunch new things for the North Anmerican
mar ket, new brands. O we coul d nake an arrangenent with
t he brand owners there.

CA: GCeneral Cigar, as an exanple, owns the brand nanes
Partagas, Ranon Al |l ones and Cohiba for the U S. narket,
and it has trenendous distributionin the United States.
| woul d imagi ne that they would | ove to sit down with you
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and work it out to represent those brands of Cuban cigars
in Anerica. s this possible or a problen? You are
shaki ng your head no.

Padron: The first condition is that they nust pass the
brand name to us. This is the first condition
| mediately. |f not, forget about it. Second condition,
they nust be our partner the sane way that we have it
with the rest of the world. There is no other way to
make a deal with us. |If not, forget about it.

Padron al so stated:

W want to have [a] Habano cigar, not a brand nane. It
doesn’t matter if it is Bolivar, Mntecristo or even
Cohi ba. For the last four years, we have been telling
the connoi sseur how to recognize a Havana. VWhen we
| aunched the snoke ad we just put Havana, now Habanos.
We think the nost inportant thing is the unbrella that
can cover all brand nanmes. W can create a brand nane
whenever we want.

Cubat abaco challenges these statenents as wunreliable
given the difficulties of translation (the interviewer spoke no
Spani sh) and conplexity of |egal issues. In response, Genera
Cigar notes that Padron never corrected or disclaimed the

statenents attributed to himin the interviews.

Padron’s Second Interview with Cigar Aficionado

In a Decenber 1993 interview w th Padron, which appeared

in the Spring 1994 edition of G gar Aficionado, the follow ng

exchange purportedly took place:
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CA: If the enbargo ended tonorrow or two to five years
from now, have you thought through how it woul d happen
and what the scenario would be? You have problenms wth
certain brands as far as trademark i ssues, and wi th ot her
brands you do not have a problem Have you thought how
you woul d i ntroduce your brands to the Anmerican narket?

Padron: First there is going to be a fight. W have not
been able to have the brand nanme in the United States
because of the enbargo. It was forced by [the United
States]. It was not decided on our side ... . But we
are not going to fight in order to get our cigars into
the United States. As we al ways say, a Habano [cigar] is
a Habano [cigar]. Wth a name of Marvin or Padron or
Meyer or whatever goes on the cigar, it is a Habano. So,
we are going to |l et everybody know that we are here, and
this is a Habano. W are not going to fight wth
sonebody el se because he owns t he brand name of Cohi ba or
Montecristo in Anerica. W have been |living wi thout that
for a long tine.

Cubat abaco challenged this statenent for the sane reasons it

objected to Padron’s earlier interview excerpts. As noted in
Enpresa I, Padron’s statenent is internally contradictory on the

i ssue of whether thereis “going to be a fight.” 213 F. Supp.2d at
277 n. 44. Further, both interviews were nmade w thout “the true
knowl edge of the facts -- that Ceneral Cigar was pursuing a new
registration for the COH BA mark.” Id. at 277. Padron's
statenments to the press therefore do not constitute a conclusive

expressi on of Cubatobaco's intent.

Cubatabaco’s Efforts to Promote the COHIBA Brand in the United
States

Since the 1970's, Cubatabaco has registered Cohiba in

International Class 34 in 115 countri es. Cubat abaco | aunched
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COH BA internationally in Spain in 1982. By 1987, the brand was
bei ng exported to nore than 22 countries, including Canada, Mexico,
and several European countries. Despite their inability to sel

cigars in the U S., Cubatabaco has nmade efforts to pronote the
brand in the United States. In January 1997, Cubatabaco filed an
application to cancel Ceneral G gar’s registration of the COH BA

mar k.

After the article in The Wne Spectator in February 1992,

Shanken returned to Havana t o seek the support and col | aborati on of

Cubat abaco for the | aunch of G gar Aficionado. Cubatabaco agreed

and assi sted the magazine by facilitating the visit of journalists
to Cuba, arranging for themto visit Cuba s tobacco farns and ci gar
factories, and arranging interviews. The staff of Cubatabaco were

instructed to collaborate with G gar Aficionado in order to pronote

Cuban cigars, including COHIBA, to cigar snokers in the United

States as well as other English-speaki ng consuners.

In the 1992 neeting bet ween Cubat abaco and Shanken, both
Shanken and Cubat abaco representatives expressed the view that the

prem er issue of Cigar Aficionado should feature a major article on

CCOHI BA. Cubat abaco did not suggest that an article be witten

about any ot her brand.

Cubat abaco decided that its advertisenent in G gar

Afi ci onado woul d be for COH BA and not for any other brand. The ad
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ran in the premer and second issues of C gar Aficionado, but

further advertisenents were prevented by General Cigar’s threat of
i nfri ngement actions. The advertisenment was a full-page, color
advertisenment that bore the legend, “COHIBA is the first name in

cigars.”

After the premier issue, the Cubatabaco Marketing
Department continued to provide ongoing assistance to G gar
Aficionado’'s witers, who visited Cuba between two and three tinmes

per year between 1992 and 1997, as well as later. Ci gar Aficionado

reported nuch nore on COH BA than on any ot her brand.

I n Novenber 1992, Cubat abaco | aunched the 1492 Siglo |line
of COHI BA at the 5th Centennial celebration of the |anding of
Col unbus i n Cuba. Cubat abaco invited Shanken and Suckling from
Cigar Aficionado, and both attended. The March 1993 i ssue of G gar

Aficionado contained a |audatory feature on the Siglo | aunch, and

gave high ratings, from90 to 96, to each cigar in the |ine.

The Cubatabaco Marketing Departnent requested that
Shanken be granted an interview with President Castro, to be

published in C gar Aficionado. The interview, conducted by

Shanken, appeared in G gar Aficionado’s June 1994 i ssue. The

magazi ne’ s cover portrayed Castro with a COH BA cigar. The Shanken
interview with Castro generated articles referencing COH BA in

several newspapers.
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I n 1994, Cubat abaco col | aborated with Ci gar Afi ci onado on

t he organi zation of the “Di nner of the Century,” pronoted by G gar
Aficionado as a lavish cigar dinner for elite personalities in
Paris on Cctober 22, 1994. The WMarketing Departnent understood
that a nunmber of U. S. personalities would be invited and the event

woul d be covered by G gar Aficionado. Cubat abaco proposed that

COHI BA be the featured cigar, and produced and provi ded, free of
charge, new vitolas, or cigar shapes, of COH BA created especially

for the dinner, as well as special COH BA boxes.

The association of the COH BA cigar with this event

provi ded substantial publicity for COHBA in G gar Aficionado and

in other U S. publications, including the New York Tinmes and the
M am Heral d. Nunerous prom nent Anmericans sat on the dinner
board, including RW Apple Jr., Washi ngton Bureau Chi ef of the New
York Times, and Steven Florio, President of Conde Nast

Publ i cati ons.

The Marketing Departnent invited Shanken and Suckling to
the cigar events it organized in Cuba in 1994 and 1995, and in
1996, it extended to them invitations to attend its 30th
anni versary cel ebration of the COH BA. In 1995, Habanos, S. A,
Cubat abaco’ s |icensee, naned Shanken “Habanos Man of the Year for

Communi cations” at the Septenber 1995 dinner it held in Havana.
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In late 1995, Habanos, S. A decided to organize a gala
celebration to mark the 30th anniversary of COH BA, to take place
in 1996. In early 1996, it decided to postpone the event unti
1997 to allow for adequate preparation. The Marketing Depart nent
carried out planning of the event fromearly 1996 and invitation
lists were drawn up in 1996. The 30th anniversary events took

pl ace in Havana during the | ast week of February 1997.

In drawing up the invitation |ist, Habanos included a
wi de range of U S. press, celebrities and busi ness persons. Mre
t han 800 persons attended the event, including alnost 100 persons
fromthe U. S., of which nore than 30 were journalists. NBC and CNN

covered the event, as did journalists from G gar Aficionado.

More than 35 stories were published on the COH BA
celebration in the US. press preceding the event. G gar
Aficionado included articles in both its May/June and Jul y/ August
1997 issues, as did the Summer 1997 issue of Snoke. W th Habanos’
perm ssi on and assi stance, CNNfil med footage in the spring of 1996
in preparation of the celebration, and aired a programusing this
material on April 10, 1996. In late 1996, CNN shot footage at the
El Laguito factory and conducted nunerous interviews w th Cubans
connected with the production and sale of COH BA cigars. CNN
covered the 30th Anniversary, and CBS broadcast a report on its
“Sunday Morning” program that included footage of the 30th

anni versary cel ebration. National Public Radio introducedits live
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broadcast from Havana on February 28, 1997 with a piece about the

30t h anni versary of COH BA

Bet ween 1992 and the end of 1996, as well as after that,
Cubat abaco’s Marketing Departnment net with and assisted numerous
U.S. journalists in order to pronote Cuban cigars, and COH BA in
particular. The head of the Marketing Departnment met wi th, anong

ot hers, representatives of CNN and CBS, Business Wek, Snoke, and

Tobacco International, as well as G gar Aficionado. Throughout the

1990's, the Marketing Departnent worked wth and provided
assistance to many other U S. witers and journalists, alnost al

of whom pursued a particular interest in COH BA.

During the 1992-1997 period, the Marketing Departnent
assi sted several authors in their research of books on cigars that
prom nently featured and prai sed COH BA, and granted themthe use
of photographs and nmaterials. It contracted for the U S
publication of the |eading Cuban book on Cuban cigars, which al so
contai ned material on COHIBA. It also assisted U. S. fil nmakers who

made vi deos on Cuban cigars with prom nence given to COH BA.

It has been the policy and practice of the Marketing
Departnment to assist all U S journalists. It has given preference
to requests of US. journalists for information and interviews
about COH BA, and has facilitated their visits to the El Laguito

factory and other factories where COH BA cigars are manufactured.
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According to Ana Lopez Garcia (“Lopez Garcia”), the
Director of Marketing for Cubatabaco from 1993 to 1994, and the
Director of Marketing at Habanos, S. A, from 1994 until the
present, Cubatabaco has always intended to sell COH BA in the
United States nmarket as soon it was legally possible, and the
Mar keti ng Departnment, in furtherance of this intention, engaged in
activities ained at building and maintaining the reputation of
COHI BA in the U S., including during the period 1992-1997. Lopez
Garcia Direct 8§ 50.

After learning in 1996 that a Dom nican conpany naned
Monte Cristi was manufacturing Dom nican cigars bearing the COH BA
name and the Cuban COHI BA trade dress and exporting themin | arge
nunbers to the United States, Cubatabaco noved agai nst Monte Cri sti
i n the Dom ni can Republic. Cubatabaco successfully cancelled Monte
Cristi’s Domnican trademark registration, and Cubatabaco’s
excl usive |icensee, Habanos, S. A, now sells Cuban COH BAs in the

Dom ni can Republ i c.

Cubatabaco’s Attempts to Cancel General Cigar’s COHIBA
Registration

In January 1994, Cubatabaco received a box of GCeneral
C gar’s COH BA-branded Tenple Hall cigars. Along wth the box,
Cubat abaco received a note stating that the box was not sold as a

“regular itenf and that it was bei ng produced by General Ci gar only
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for purposes of its trademark registration.’ At the tine
Cubat abaco believed that General C gar was not maeking stable or
continuous use of the COH BA trademark in the United States.
Cubat abaco’s counsel did not learn of the box until sonme tine

| ater.

On April 12, 1994, GCeneral Cgar’s application to
register COHIBA in a block letter format was published for
opposition. No entity challenged General Cigar’s application to

register COHIBA in block letter format at that tine.

After its aborted attenpt to register the COH BA mark in
1983 and 1984, Cubat abaco pursued registration again in June 1994
when it learned that General Cigar had filed a second application
for the mark and believed that General Cigar’s prior registration
and use rights m ght be vul nerable. Cubatabaco’s chief counsel at
that time conferred with the | awfirmRabi now tz, Boudin, Standard,
Krinsky & Li eberman (“Rabi nowitz, Boudin”) in June and July 1994 as
to the availability of legal renedies wth respect to General
Cigar’s registration and use of the COH BA mark, and with other
United States attorneys at other tines in 1995 and 1996. Garrido

conducted investigations in Cuba in late 1995 and 1996, and

7

The note read in full: “This Box of Cohiba is produced by
General Cigar for trademark registration purposes in the U S A
only. This is not to be sold as a regular item That is why you
only see the nanme Cohiba. The cigar is ??? Tom” The back of the
box bore a stanp, “Dunhill by A fred Dunhill of London, Inc.
Handmade in Santiago Republica Dom ni cana 42K Beverly Hlls.”
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presented a final nmenorandum to Cubatabaco’s president in August
1996. Cubatabaco’s board authorized litigation on Septenber 12,
1996.

On January 15, 1997, Cubat abaco comrenced a proceeding in
the Trademark Trial and Appeal Board (“TTAB”) to cancel Genera
Cigar’s registration of the COH BA mark and filed an application
with the United States Patent and Trademark O fice (“USPTO) to
register COHHBA in International Class 34. GCeneral Cigar’s senior

managenment was aware of the cancellation petition at that tine.

On May 28, 1997, Cul Il man, Jr. contacted Franci sco Li nares
(“Linares”), president of Habanos, S. A, a nmarketing arm of
Cubat abaco, to propose a settlenent neeting. As noted earlier, the

instant |lawsuit was filed on Novenmber 12, 1997.
During the period from1992 to 1997, Cubatabaco i ntended

to market its COH BA in the United States in the event that it

becane |l egally possible to do so.
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Likelihood of Confusion of the Cuban COHIBA with the General Cigar
COHIBA

General Cigar’s Assessment of the COHIBA Brand From 1992 to
1997

Cul ' man, Jr. was interviewed by G gar Aficionado for its

Sept enber 1996 issue. The follow ng exchange was reported in the

magazi ne:

CA: One obvious question is Cohiba. Wat are you doing
with that? You own the Anmerican rights but you haven’t
done much with it. Wy haven't you taken the brand to
mar ket and nade it a priority given the awareness and
consumer demand for the brand?

Cullman: | think it’s a very good question and t he answer
really lies in the fact that we don’t have a blend and a
uni que taste for the cigar that we would be happy with

We think it’s such a bl ockbuster brand nane that we nust
conme out with sonething that is equal to the expectation
of the brand... . W need to develop a third leg, in
essence, a taste for Cohiba. If we just canme out with
sonething that was a variation of a Micanudo or a
variation of a Partagas, we don't think that would cut
it.

PX 1123(8).

Cullman also testified that “by My of 1997, the
awar eness and the cult status of the Cuban Cohi ba was nuch nore
recogni zed.” Cullman Dep. at 442. He also stated that “it was
i npossi ble not to acknow edge at that point a strong awareness
anong ci gar snokers that Cohi ba existed, there was a Cuban Cohi ba,
and as | nentioned before, there was great interest, anong new
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snokers especially, to walk around with, showing off the Cuban

Cohi ba |l abel .” [|d. at 443.

The 1997 Launch of the Super-Premium General Cigar COHIBA

In late January or February 1997, General Ci gar nade a
decision to | aunch a new product under the COH BA nane at the July
1997 annual Retail Tobacco Deal ers of America (“RTDA’) conventi on.
The earliest evidence adduced concerning the proposed General G gar
COH BA launch is a docunent from February, 23, 1997. Rano
testified that the decision to launch the new product was nade

“very early in *97.” Rano Dep. at 178.

McCaffery Ratner did no work on COH BA from m d-1993
until late 1996 or early 1997. CGeneral Cigar asked MCaffery
Rat ner to use the sane 1950's Havana/ Cari bbean nysti que proposal
they had prepared in 1993 in the various “Marketing the Cohiba
Cigar” docunents. The 1950's Caribbean nystique strategy was
executed as the advertising and pronotion that acconpanied the

General GCigar COH BA | aunch in Septenber 1997.

General G gar has repeatedly acknow edged that the Cuban
COH BA was well known by U. S. cigar consunmers prior to GCeneral
Cigar’s super-premum COH BA |launch in fall 1997. Cul | man, Jr.
testified that “[i]n 1997 the Cuban Cohi ba was certainly well known
in the United States.” Tr. 1103. A Fall 1997 Ceneral Gigar
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docunent created for the sales force as a selling tool described

COH BA as “the nobst recogni zed cigar brand in the world.” PX 881.

The marketing strategy of General Cigar was to exploit
the fanme of the Cuban brand for the new General Cigar product. 1In
its Product Devel opnment Guide, dated May 13, 1997, GCeneral G gar
stated that the “Cuban cigar heritage and the near ‘cult’ status of
the Cohi ba Cuban version will be a benefit to generate initial
trial of the brand, and easy brand recognition, but not the nmain
engine driving the brand.” PX 98. Further, the design of the
rel aunched General Cigar COHI BA was nodel ed after the | ook of the
Cuban COHI BA. The sane docunent states: “Packagi ng/ presentation
will be minimal in keeping with [the] clean, sparse | ook of [the]
Cuban Cohiba.” 1d. The band of the new General Cigar CCH BA
consists of two thick black stripes on the top and bottom of the
band. The remainder of the band is white, except for the nane
COHI BA in black bold letters, with a red dot inside the “O', and a
red oval with the words “HAND MADE” in small black letters.

The | ook of the cigar band, while simlar in typeface to
the Cuban COHI BA, is significantly different, as reported by G gar

| nsi der in August 1997:

The unvar ni shed mahogany box in which the cigars will be

packaged is still plain, but the new band has a di stinct
graphic identity that’s in the spirit of the fanous Cuban
| ogo, but doesn’t precisely imtate it. Instead of the

signature yell ow and bl ack of Cuba’s Cohiba, Ceneral’s
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brand has sinple black lettering; a splash of red in the
circle of the “O is the only flourish.

PX 867. The assessnent of the “graphic” difference between the two
bands is, of course, a distinct issue fromthe identically worded

trademar ks.

Advertising for the Relaunched General Cigar COHIBA

The 1997 advertising for the General G gar COH BA
attenpted to create an association in the consuner’s mnd to Cuba
and the Cuban COHI BA. General Cigar’s expert acknow edged t hat
advertising themes such as “past and present come together in
COHI BA” evoked an association with Cuba. Sinonson Dep. at 187-88.
In-store posters for use by retail tobacconists were created based
on a work order to “[c]reate a Cohiba brand image poster that
i ncorporates the nmnystique of Cuba.” PX 987. Several of the
initial advertisenents, as well as the flyleaf enclosed in the
ci gar box, also pronoted the claimthat the filler of the General
Ci gar COHI BA cont ai ned “Cuban seed” tobacco. See DX34A (flyl eaf);
PX 882 (pronotion sent to retailers stating that “the filler is
grown from Cuban seed, ‘Piloto Cubano’ grown in the Dom nican

Republic.”)

Cigar retailers pronoting the General G gar product
advertised the cigar in a manner that suggested its association
with the Cuban CCH BA Ceneral Cigar has submtted no evidence
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showing that it attenpted to dissuade retailers from pursuing such
a strategy. In August 1998, Fanmous Cigars, a mmjor retailer,
provi ded General Cigar with pre-publication catalog copy for its
COHI BA wi t h t he headi ng “ COHI BA: THE Cl GAR EVERYONE WANTS TO SMOKE!
NOW AVAI LABLE IN THE U. S. I''”  PX 327. The copy al so described the
General Cigar COH BA as “[t]rue to its Cuban roots.” [1d. Another
maj or retailer, Thonpson & Co., stated in its catalog that “there
are only two places in the world where this brand is legitimtely
manuf actured: Castro’'s Cuba and in the Diaz y G a subsidiary of
CGeneral G gar Co. in Santiago, Dom nican Republic.” PX 356. The

catalog |l ater states that

As you m ght imagine, given the popularity of the Cohiba
brand, getting a supply of them is quite difficult.
After all, tobacconists the world over are clanoring for
any supply they can procure, legitimte or otherw se.

Id. Cubat abaco has provided evidence of nunerous simlar
advertisenments for the General Ci gar COH BA by |ess prom nent
retailers. See e.qg., PX 1131-1 (internet website of Amalfi G gar
Conpany: “The pride of the Havanas is now nade in the Dom nican
Republ i c. Naned after what the Taino Indians of Cuba called
tobacco.”) The existence of such advertisenents contributed to
possi bl e consuner m sunderstandi ng over the relation between the
two brands, a m sunderstanding that General Ci gar did not attenpt

to di spel.
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General Cigar’s Actions Against the Cuban COHIBA

Ceneral CGCigar has consistently acted against the
| nportation, advertisenent and display of the Cuban COHI BA in the
U.S. on the ground that the Cuban COH BA infringes on GCeneral
Cigar’s COCH BA.

In Novenmber 1997, after Cubatabaco conmenced this
| awsuit, counsel for Ceneral Cigar wote to the United States
Custom Service to denand that Custons stop U. S. persons returning
from Cuba from legally bringing Cuban COHI BAs into the United
States on the ground that such COH BA-labeled cigars infringed
General Cigar’s trademark rights. In the |etter, Cuban COH BAs are
referred to as “counterfeit goods.” PX 1134-17. Al t hough
returning visitors are allowed under the U S. enbargo to bring up
to $100.00 worth of Cuban goods into the U S., GCeneral Gigar
prevail ed upon Custons to bar consuners from bring back nore than
one item bearing the COH BA nmark. Under U.S. tradenmark | aw,
persons returning from abroad are allow to bring only one

infringing iteminto the country for personal use.

At Cubat abaco’ s request, Hunters & Frankau, a di stri butor
of cigars in London, placed an advertisenment in the premer issue

of G gar Aficionado featuring the Cuban COHI BA. After the

adverti senent appeared, General Cigar gave formal notice in a

Novenber 5, 1992 l|letter to Hunters & Frankau, with a copy to the
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editor and publisher of G gar Aficionado, that it considered the

advertisenment to infringe on General Cigar’s registered nmark (1981

regi stration).

I n Septenber 1993, General Ci gar wote to Havana House,
a Canadian cigar distributor, and accused it of intending to

advertise the Cuban COHI BA in Cigar Aficionado. CGeneral G gar

t hr eat ened Havana House with an injunction under 15 U S.C. § 1114
if it ran such an advertisenent. GCeneral Cgar simlarly responded

to advertisenents in G gar Aficionado by the Cohiba G gar Divan in

Hong Kong.

General G gar’s Ceneral Counsel, Ross Wllen (“Wllen”),
testified that it renmai ned the conpany’s position that all of these

Ci gar Aficionado advertisenents were infringing because any use of

the word “COHI BA” in association with cigars woul d cause confusi on
in the U S narketplace. Wllen Dep. at 306. Wllen testified
that “[a]ln American consuner reading this magazine [C gar

Aficionado] and a custonmer of Dunhill m ght be confused that this

is the General Ci gar Cohiba sold in Dunhill, and it isnt.” 1d. at
303. Austin McNamara (“MNamara”), President of General C gar at
the tinme, testified that advertisenment of the Cuban COHI BA in 1994
woul d “absol utely” cause confusion with consuners in the United

States. MNanmara Dep. at 135.
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General Cigar’s Actions Against Third Parties

Ceneral Cigar has brought enforcenent actions against
third parties who nmade use of the COH BA nanme in conjunction with
trade dress used by the Cuban COHI BA. Sone of these counterfeit
cigars bore a Dom nican designation of origin, some bore a Cuban
desi gnation of origin, sone bore no designation of origin at all;
many used el ements of the Cuban COH BA checkerboard, |ndian Head
and black, white and yellow colors. As was inplied by the trade
dress, consuners understood these products to be the Cuban COH BA
or affiliated with the Cuban COH BA, and General Ci gar understood

this to be the consuner’s perception.

From |l ate 1995, counterfeit COH BAs bearing trade dress
used by the Cuban COHI BA becane increasingly prevalent in the U S
mar ket . General Cigar brought enforcenent actions against
counterfeit COHIBAs in the ground that they were likely to cause

conf usi on.

Many of the counterfeit COH BAs were manufactured in the
Dom ni can Republic by a conpany called Minte Cristi de Tabacos.
Monte Cristi COHI BAs used trade dress very simlar to that used by
the Cuban COHI BA. Mnte Cristi COH BAs sonetines, but not al ways,

featured a “Republica Dom ni ca” designation of origin.
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On January 31, 1996, Ceneral G gar recorded its COH BA
mark with U S. Custons, giving Custons the power to seize Mnte
Cristi Cohi bas and ot her goods bearing the mark as infringing upon
the defendant’s mark. At General Cigar’s urging, and with its
assi stance, Custons seized over 35,000 counterfeit Cohi bas by My

of 1997, nobst of which m m cked the Cuban Cohi ba' s trade dress.

In July 1997, Ceneral Cigar sent a letter to retailers
regardi ng Monte Cristi Cohi bas and other counterfeits. It stated

that it had received

nunerous conplaints about product which has been
pur chased by unwary consuners who think they are buying
a high quality General Cigar or Cuban made Cohi ba.
I nstead, what they have found t hey have purchased are | ow
grade, inferior quality cigars manufactured for the nost
part in the Dom ni can Republic and banded to deceive the
uneducat ed buyer.

PX 1077. General Cigar’s COH BA was unbanded in July 1997. 1In the
| etter, CGeneral Cigar stated that consuners purchasi ng counterfeit
cigars banded |ike the Cuban COH BA were in fact confused anong

such cigars, Cuban Cohi bas and CGeneral Ci gar Cohi bas.

In fall 1997, General Ci gar successfully sought a
prelimnary injunction from this Court against one of Mnte

Cristi’s distributors, Gobal Direct Marketing. See General G gar

Co. v. GD.M, Inc., 988 F. Supp. 647, 660 (S.D.N. Y. 1997). Cenera

Cigar argued to this Court that all eight Polaroid factors favored
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the issuance of a prelimnary injunction, and that confusion was
i nevitable because “the marks and type of goods are identical

except that GD.M’'s Cohiba cigars are inferior.” PX 649 at GC
005481. WMark Perez of Dunhill testified on behalf of General G gar
that differences between the counterfeit Cuban Cohi ba trade dress
enployed by GD.M and Ceneral Cigar trade dress would not be
sufficient to dispel confusion because, “the name is what people
attach to the product, not necessarily the band or the trade dress.
The nane is the nost inportant thing that drives consuners |
believe.” Perez Dep. at 455-56 (acknow edging G D.M testinony).
The Court found it “extrenely likely that confusion wll occur
bet ween the COHI BA marks used by GDM and CGeneral G gar.” Cenera

C gar, 988 F. Supp. at 665.

In 1998, General G gar brought crimnal infringenent
proceedi ngs agai nst various Los Angel es operations selling Cohiba
cigars bearing the Cuban Cohiba trade dress. In an affidavit
prepared in support of a search warrant, John R GCeoghegan, Vice
President for Strategic Planning and Brand Devel opnent at GCener al
Cigar, stated that consuners are “likely to attribute the inferior

quality [of counterfeits] to General G gar.” PX 290.

Al so in 1998, General G gar brought suit, and i n Novenber

1999 obt ai ned a consent injunction agai nst a conpany cal | ed Cohi ba

de Dom nica that sold cigars, clothing and ot her goods bearing the
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mar Kk COHI BA and using trade dress used by the Cuban COH BA, sone of
whi ch bore the designation “La Habana, Cuba.”

The 1998 Cambridge Group Presentation

In 1998, General Ci gar retained a market consultant and
research firm The Canbridge G oup, which was paid over $500, 000
for its work on a focus group and quantitative research on several
Ceneral G gar brands, including COH BA. The Canbridge G oup nade
a presentation to senior General Cigar managenent, including
Cul I man, Jr. on June 15, 1998, in which it projected transparencies
of pages fromits report, “Building the Premi um C gar Consuner and
Brand Factbase - Progress Update.” PX 185. It also provided a
hard copy of the report to General Ci gar.

One of the report’s pages presented at the neeting read

as foll ows:

Consuner Confusion Over “Different Kinds”
of Cohiba Is a Major Concern

Subst anti al confusion exists over Dom ni can ver sus
Cuban Cohi bas

— Know edgeabl e people tend to | ook down on Dom ni can
Cohi bas as an imtator or a fake

— O hers are sinply confused

° “There are two brothers, one who nmakes Cohi ba
in Cuba and the other in the Dom ni can
Republ i c”
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Strategically, it appears questionable to invest behind
ext endi ng our Cohiba brand to new categories while this
i ssue remains.

Id. The report contained several other references to consumer
confusion, including a summary which states that “[t]here is
serious consumrer confusion over different types of Cohibas.” 1d.
The observations about COHI BA in the report were generated from
“focus group qualitative research, based on perhaps six to eight
groups of about eight cigar snokers each.” Cssip Direct § 83.
General Cigar took no corrective action in response to these
findi ngs. General Cigar did not undertake any investigation or
additional research to test the accuracy of the findings in The

Canbridge G oup’s report.

A 1998 survey taken by NFO Research, Inc. for The
Canbri dge G oup neasured ai ded awareness of COHI BA at 56% See PX
181 at NFO 1263.

The 2000 Survey

In late 2000, Ossip conducted a survey designed to
measur e consuner confusion between the Cuban COH BA and t he Gener al
Ci gar COCH BA. The report on the study is dated March 2001.
Househol ds that participate in an Internet survey panel were sent
an e-mail soliciting their participation if any household nenber

over 21 years of age snokes cigars. The participating cigar
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snokers then accessed a survey questionnaire via the Internet. The

survey interviews took place in Cctober and Novenber 2000.

O 1873 respondents, 962 were identified as ci gar snokers
who wi |l buy premiumcigars, defined for the purposes of this study
as cigars priced at $65 or higher for a box of 25 or $2.81 per
ci gar or higher. This level was selected by considering cigar

prices for approximately 375 individual cigars for over 80 prem um

brands shown by G gar |Insider magazine in Decenber 1999.

Those respondents that had heard of COH BA, and who
i ndicated that at | east some COH BA cigars are nade in Cuba -- 30%
of respondents -- were then shown pictures of a General G gar
COHI BA box, as well as cigars, and were told that they were from*“a
box of cigars sold by quality retailers in the United States.”
Cssip Direct § 116, 126. The respondents were then asked questi ons
to determine if they believed that (a) Cuban COH BAS and Ceneral
Cigar COH BAS were nade by the sane conpany; (b) if the two
conpani es have an associ ation or business connection; and (c) if
one conpany received authorization or approval fromthe other to
use the nanme COCH BA. About 53% of those respondents i ndicated

sour ce confusi on.

Cssip’'s analysis of the data shows a |evel of source

confusi on at
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a little above 15% in the gender bal anced sanple and
al nost 16% anong mal e snokers. Anong all those who have
heard of Cohi ba, where the potential for trading on the
Cohi ba nane may exist, about 21% are conf used.

Id. at § 121. Anong those likely to buy cigars for $120 a box (the
low end of the price range for General G gar Cohibas), GCssip
estinmates the confusion level at 19% based on the fact that the

confusion |l evel for those who had heard of CCOH BA is over 24%

Si nronson contends that the 2000 survey shows that aided
awar eness of the Cuban COH BA was only 28% because that is the
per cent age of respondents indicated that they had heard of COH BA
froma list and had listed Cuba as one of the countries where
COHI BA cigars are made. Sinonson Direct § 81. Sinonson criticizes
t he 2000 survey as a neasure of |ikelihood of confusion because it
used “gender bal ancing,” because it did not use a control in order
to determine the “noise level” of the survey, and because it used
a “side-by-side” nmethodology that m sleadingly asked questions
about the Cuban COH BA and t he General C gar COH BA by placing them
in close proximty to one another, which allegedly did not refl ect

true marketplace. Def.’s PFF | 166-67.

The gender bal anci ng used i n the 2000 survey was enpl oyed
to reflect the greater tendency of females to respond to surveys,
which resulted in their being over-represented in the survey
relation to their nunbers in the prem um cigar buyer popul ation.
The survey results were therefore properly adjusted to reflect the
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fact that “femal es woul d account for about 11%of the prem umcigar

buyer population.” Gssip Direct § 119.

Si nronson argues that “a survey designed to estinate
i kelihood of confusion nmust include a proper control.” Sinonson
Direct 1 79. This categorical statement is made after citing to
what Sinonson states is the nost conmon type of survey -- the

“Eveready format,” after the case in which the survey was used,

Union Carbide Corp. v. Ever-Ready, Inc., 531 F.2d 366 (7th Cr.
1976), cert. denied, 429 U S. 830 (1976). The study in that

sem nal case, however, did not contain a control. See Gssip Direct
f 160. A control in such a study would be a fictional mark which
is “equivalent to the junior mark at issue, without infringing on
the senior mark.” Sinonson Direct § 79. The purpose of a control
is to determine to what extent reports of confusion in fact refl ect
guessing or survey bias. It is difficult to determne from
Sinmonson’s criticism exactly how a control could have been
hel pfully enployed in the 2000 survey. Any non- COHI BA word
trademark would not serve as an effective control, while a
fictional third COH BA cigar would clearly infringe on the senior
mar K. The 1likelihood of confusion shown by the 2000 survey
undoubtedly reflects sone degree of guessing on the part of the
respondents. However, Sinmonson has not shown that the survey as
designed would significantly overstate the actual |ikelihood of

conf usi on.
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Si nonson al so criticizes the 2000 survey for presenting
t he two COHI BA brands si de-by-side even though the Cuban COHI BA is
not sold in the United States. The two brands are not actually
shown side by side at any point during the survey. However,
Si nronson argues that the design of the survey unduly focused the
attention of the respondents on the two marks in a nanner “they
woul d not have considered in a normal purchase situation.” Gssip
Direct § 157 (quoting Sinobnson Report). Cubat abaco submtted
evi dence at trial, however, showi ng that over half of the “heavy
users of COHI BA’” purchased their cigars on the Internet, Tr. 1357-
58, where sales of the Cuban COH BA and the General GCigar COH BA
are effectively sold side by side, albeit on different websites.
In an internet cigar forum run by General Ci gar, references by
participants to the Cuban COH BA are hyperlinked to the GCeneral
Cigar COH BA, that is, when the word COHIBA is “clicked on,” the
user i s brought to a website advertising the General C gar COH BA.
See Tr. 1364-69. Further, the nunerous inplicit references to the
Cuban COHIBA in advertising for the General C gar COH BA would
likely al so cause potential consuners to focus their attention on
the two marks. Under such marketing conditions, the use of a side-

by-si de met hodol ogy in the 2000 Survey was not m sl eadi ng.

The 2000 Survey confirnms the likelihood of confusion

between the COH BA marks as evidenced by General Cigar’s

assessnents, its 1997 |launch and advertising, its actions agai nst

69



the Cubatabaco COH BA mrk and counterfeit nmarks, and the

assessnent of the Canbridge G oup, as found above.

CONCLUSIONS OF LAW

Jurisdiction and Venue

This court has subject matter jurisdiction under 28
US C 88 1331 and 1338(a) for clainms arising under the Paris
Convention for the Protection of Industrial Property, the Inter-
Aneri can Convention for Trademark and Commercial Protection; under
28 U.S.C 88 1331, 1338(a) and 15 U S.C. §8 1121(a) for clains
arising out of alleged violations of Sections 38, 43(a) and (c),
and 44(b) and (h) of the LanhamAct, 15 U.S.C. 88 1120, 1125(a) and
(c) and 1126(b) and (h); under 28 U.S.C. 88 1338(b) and 1367 for
claims arising out of the state law of wunfair conpetition,
m sappropriation and dilution. Venue is proper in this district

under 28 U.S.C. § 1391.

The Article 1l0bis Claim Is Dismissed As Duplicative

Ceneral Cigar has contended that Count 11 of the
Complaint, which alleges a violation of Section 10bis of the
| nternational Convention for the Protection of Industrial Property
(the “Paris Convention”), should be dism ssed as it does not confer

any rights beyond those conferred by the common | aw. General G gar
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cites several cases for the proposition that “trademark protection
under [Article 10bis of] the Paris Union Convention gives no
greater protection than that already provided by section 43(a) of

t he Lanham Act.” Scotch Wiisky Ass’n v. Majestic Distilling Co.,

958 F.2d 594, 597 (4th Cr. 1992). See also Int'l Café, S.A L v.

Hard Rock Café Int'l (U.S.A), Inc., 252 F. 3d 1274, 1278 (11th Cr.

2001) (sane).

Cubat abaco cites only one case in which simultaneous
cl ai ms under the Lanham Act and under foreign treaties, including

the Paris Convention, were permtted to go forward. See Benard

Indus. Inc. v. Bayer Aktiengesellschaft, 38 U S. P.Q 2d 1422, 1425-

26, 1996 W. 218617 (S.D. Fla. Feb. 29, 1996) (“. . . it does not
appear that Bayer cannot prove any set of facts which would entitle
it to relief under the [Paris and Inter-Anerican] Conventions as

wel | as the Lanham Act.”).

In the | eadi ng case of Vanity Fair MIls v. T. Eaton Co.,

234 F.2d 633 (2d Cir. 1956), the Second Circuit held that the Paris

Conventi on

is essentially a conpact between the various nenber
countries to accord in their own countries to citizens of
the other contracting parties the rights conparable to
t hose accorded their own citizens by their domestic | aw.
The underlying principleis that foreign nationals should
be given the sanme treatnent in each of the nenber
countries as that country makes available to its own
citizens.
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ld. at 640. Because a United States citizen could not file a
distinct Paris Convention claim alleging unfair conpetition,

nei t her can Cubat abaco. See also Piccoli A'S v. Calvin Klein

Jeanswear Co., 19 F. Supp.2d 157, 172 (S.D.N. Y. 1988) (hol ding that

plaintiff’s “Paris Convention claimis duplicative of it Lanham Act

clai mand thus nmust be dismssed.”).

The Inter-American Convention Claim is Dismissed as
Duplicative

Count |V of the Conplaint alleges a violation of the
prohi bition against unfair conpetition under Articles 20 and 21 of
t he General Inter-American Convention for Trade Mark and Conmer ci al
Protection, Feb. 20, 1929, 46 Stat. 2907, 2930-34 (“IAC).
CGeneral Cigar argues that the | AC does not confer any rights beyond
those conferred by the conmon aw. The Second Circuit dismssed a
clai munder Article 21 of the | AC because the |anguage of Article
21 “authorizes the prohibition of its specified acts of unfair
conmpetition ‘unless otherwise effectively dealt with under the

donestic laws of the Contracting States.’” Havana Cd ub Hol di ng,

S A v. (&alleon S A, 203 F. 3d 116, 134 (2d Gr. 2000). The Second

Crcuit then found that “because article 21(c) of the I AC prohibits
a subset of the conduct already effectively prohibited under
Anerican | aw by Section 43(a)” of the LanhamAct, the plaintiff had
failed to state an Inter-Anmerican Convention claim via section

44(h) of the Lanham Act. 1d. at 135 (quoting Article 20, 46 Stat.

72



at 2932); see also Enpresa 111, 2002 W 31251005 at *3 n.2.

Accordi ngly, Cubatabaco’s article 21 claimis dism ssed.

Article 20, however, does not contain |anguage relating
to whether the conduct it proscribes is already effectively dealt
with by donestic law. See 46 Stat. at 2930-32. However, Article

| of the | AC states the principle behind the Convention as a whol e:

The Contracting States bind thenmselves to grant to the
nationals of +the other Contracting States and to
domciled foreigners who own a nanufacturing or
commerci al establishment or an agricultural devel opnent
in any of the States which have ratified or adhered to
t he present Convention the sane rights and renedi es which
their laws extend to their own nationals or domciled
persons with respect to trade marks, trade nanmes, and the
repressi on of unfair conpetition and fal se i ndi cati ons of
geographi cal origin or source.

Id. at 2912. The |anguage of Article | establishes that the
pur pose of the IAC is anal ogous to that of the Paris Convention,
that is, “to accord in their own countries to citizens of the other
contracting parties the rights conparable to those accorded their

own citizens by their donmestic law.” Vanity Fair, 234 F.2d at 640.

Accordingly, the | ACconfers no greater rights than are found under
donmestic | aw, whether that lawis the comon | aw or the Lanham Act.

Cubat abaco’s Article 21 claimis therefore di sm ssed.
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Cubat abaco argues that this Court’s holdings that
“Section 44(h) incorporates the substantive provisions of Articles
20, 21, and 22" and that “Articles 20 and 21 of the IAC. . . have

the force of |aw under Section 44(h)”, Enpresa Il, 213 F. Supp.2d

at 280 and n.49, inply that the I AC clains can survive as distinct
clainms. However, the fact that these provisions of the | AC have
the force of |aw does not inply that they nmake avail able forns of
relief not already available under donestic |aw. As the above

anal ysi s has shown, they do not.

The Trademark Infringement Claim Under Section 43(a) of the
Lanham Act is Granted

“The purpose of the trademark laws is to protect the
public from the confusion and deception which flows from the
copying of marks which, through their distinctiveness or
exclusivity of use, identify the origin of the marked products.”

WE. Bassett Co. v. Revlon, Inc., 3554 F. 2d 868, 871 (2d Cir. 1966)

(Lunbard, C.J.). The property right of the plaintiff is inportant,
but it is the perspective of the consuner that nust be borne in

mnd in determining if infringenment has occurred. See 1 McCarthy

on Trademarks and Unfair Conpetition (“MCarthy”) 8§ 2:33 at 2-58

(4th ed. 2000)). Accordingly, trademark infringenment may be found
even when the two parties are not in conpetition and no harmw ||

necessarily befall the plaintiff as a result of the infringenent.
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Cubat abaco alleges that General G gar’s conduct wth
respect to the COH BA brand constitutes wllful trademark
i nfringement and trade dress infringenment in violation of Section
43(a) of the Lanham Act, 15 U.S.C. § 1125(a). To prevail on this
claim Cubat abaco nmust establish both that its mark is entitled to
protection and that General Cigar’s “use of the mark is likely to
cause consuners confusion as to the origin or sponsorship of the

defendant’'s goods.” Virgin Enterprises, Ltd. v. Nawab, 335 F.3d

141, 146 (2d Gr. 2003) (citing Guner + Jahr Publ’g v. Meredith

Corp., 991 F. 2d 1072, 1074 (2d Cir. 1993)). See also Tine, Inc. v.

Petersen Publ'g Co. L.L.C., 173 F. 3d 113, 117 (2d G r.1999) (noting

that Guner test is applicable to clains brought under § 8§

1125(a)) .

Cubatabaco Has a Protectable Mark

The Court has previously held that General G gar
abandoned the COH BA mark between 1987 and 1992. Enpresa Il, 213
F. Supp.2d at 271. Accordingly, General Cigar’s 1981 registration
and 1986 i ncontestability declaration are cancelled. 1d. Further,
the Court rejected General Cigar’s argunent that Cubatabaco cannot
be the owner of the COH BA mark because it did not register the
mark with the USPTO because “one need not have registered the mark

to ‘“own’ it.” 1d. at 286.
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CGeneral Cigar argues that it is the owner of the mark
because it was the first to use the mark after it was abandoned.
“I't is well established that the standard test of ownership is

priority of use.” Tactica Int'l, Inc. v. Atlantic Horizon Int’l,

Inc., 154 F. Supp.2d 586, 599 (S.D.N. Y. 2001) (citing 2 McCarthy §
16.1). Wiile Cubatabaco was using the COH BA mark throughout the
world in 1992, it is also well established that “foreign use of a
trademark cannot form the basis for establishing priority in the

United States.” 1d. (citing Person’s Co. v. Christman, 900 F.2d

1565, 1568-69 (Fed. Cr. 1990)) (“[F]oreign use has no effect on
U. S. comrerce and cannot form the basis for a holding that [the
foreign user] has priority here.”). This principleis know as the

territoriality principle.® See Gupo Ggante, S A v. Dallo & Co.,

Inc., 119 F. Supp.2d 1083, 1089 (C.D. Cal. 2000). Because of the

® The Fourth Circuit has recently called the territoriality

principleinto question. See International Bancorp, LLCv. Societe
Des Bains De Mer et du Cercle Des Etrangers a Monaco, 329 F.3d 359
(4th Cr. 2003), cert. denied, 124 S.Ct. 1052 (2004). The court
held that because the term “commerce” in the Lanham Act is
coterm nous with the conduct that Congress may regul ate under the
Comrerce O ause, and because Congress may regul ate transacti ons by
US citizens in foreign countries, the “use in comerce”’
requi renent of the Lanham Act is satisfied by the services offered
by a foreign casino operator to citizens of the United States. 1d.
at 365-70. The dissent warned that the decision “threatens to

wreak havoc over this country’s trademark |aw because potenti al
trademark registrants “would be forced to scour the globe to
det erm ne when and where Anerican citizens had purchased goods and
services from foreign subjects to determ ne whether there were
trademar ks invol ved that m ght be used against themin a priority
contest or in an infringenent actioninthe United States.” [1d. at
388 (Motz, J., dissenting). The Court concurs with McCarthy, 29:4
(2003), who “agrees with the result, but disagrees with the | egal
anal ysis.” Rather than decide the case on the neaning of “use in
commerce,” MCarthy argues, “the case should have been anal yzed as
an application of the ‘fanpus marks’ doctrine.’”
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enbargo, Cubatabaco could not Ilegally use the COH BA nark

cormmercially in the United States.

CGeneral Cigar’s priority of use, however, is not the end
of the matter. Under the comon-|aw “wel | -known” or “fanous marks”
doctrine, “a party with a well-known mark at the tinme another party
starts to use the mark has priority over the party using the mark.”

Enpresa 1, 213 F. Supp.2d at 286; see also 4 McCarthy at 29:4

(recogni zing the doctrine); 3 Rudolf Callman, The Law of Unfair

Conpetition, Tradenmarks and Mbonopolies (4th ed.) (“Callman”) 8§

20: 26 at 20-170-73 (sanme). The concept of a well-known mark was
first recognized in Article 6bis of the Paris Convention. See

Frederick W Mstert, Fampus and Well-Known Marks 7 (1997).

Article 6bis states, in relevant part,

(1) The countries of the Union undertake, ex officio if
their legislation so permts, or at the request of an
interested party, to refuse or to cancel t he
registration, and to prohibit the use, of a tradenmark
which constitutes a reproduction, an imtation, or a
translation, liable to create confusion, of a mark
consi dered by the conpetent authority of the country of
registration or use to be well known in that country as
being already the mark of a person entitled to the
benefits of this Convention and used for identical or
simlar goods. These provisions shall also apply when
the essential part of the mark constitutes a reproduction
of any such well-known mark or an imtation liable to
create confusion therewth.

It has already been held that “the rights guaranteed by Article

6bi s have been subsuned by federal and common |aw.” Enpresa |11

2002 W 31251005, at *4.
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The well-known nmarks doctrine was applied in two

frequently cited New York cases: Vaudable v. Montmartre, Inc., 20

Msc.2d 757, 193 N Y.S. 2d 332 (N Y. Sup. C. 1956) and Maison

Prunier v. Prunier’'s Restaurant & Café, Inc., 159 Msc. 551, 288

N.Y.S. 529 (N Y. Sup. C. 1936). The doctrine has also been
recogni zed in decisions of the Trademark Trial and Appeal Board

(“TTAB"). See, e.qg., Mstic Inc. v. Mstic Corp., 230 U S P.Q

699, 701 n. 3 (T.T.A. B. 1986); The Al England Lawn Tennis C ub

(Wnbledon) v. Creations Aronmtiques, Inc., 220 U S P.Q 1069,

1072, 1983 W 51903 (T.T.A B. 1983); Techex, Ltd. v. Dvorkovitz,

220 U.S.P.Q 81, 83, 1983 W 51872 (T.T.A B. 1983); Mther’'s
Restaurants, Inc. v. Mther’'s O her Kitchen, 218 U S.P.Q 1046,

1048 (T.T. A B. 1983). Wil e decisions of the TTAB are “not bi ndi ng
courts withinthis Grcuit, [they] are nonetheless ‘to be accorded

great weight.”” Buti v. Perosa, S RL., 139 F.3d 98, 105 (2d Cr.

1998) (quoting Murphy Door Bed Co. v. Interior Sleep Sys., Inc.,

874 F.2d 95, 101 (2d Cir. 1989)). The Second Circuit recognized
t he fanous marks exception to the territoriality principleindicta
in Buti. See 139 F.3d at 104 n.2. The district court in Buti had
considered the fanmobus marks doctrine, although it concluded that
the mark in question was insufficiently fanobus to trigger the

doctrine. See Buti v. Perosa, S.R L., 935 F. Supp. 458, 473-74

(S.D.N. Y. 1996).

A Secondary Meaning Level of Recognition Is Required For A
Mark to be Famous
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This court has held that the relevant question is
“whet her the Cuban COHI BA was ‘so fanous that its reputation [was]

known in the United States’ and thus ‘should be | egally recognized

inthe United States.”” Enpresa ll, 213 F. Supp.2d at 285 (quoting
G upo G gante, 119 F. Supp.2d at 1089). It was not decided,

however, what level of renown is required to establish a known

reput ati on.

The available case |aw does not provide a consistent
standard to determ ne whether a mark is fanmous within the neaning
of the fanmpbus marks doctrine. Several TTAB deci sions, however
cite the requirenent that the mark nust be fanpbus “wthin the

nmeaning of Maudable v. Montmartre.” See, e.qg., Mther’'s

Restaurant, 218 U. S.P.Q at 1048; Al England Lawn Tennis, 220

US P.Q at 1072. See also Buti, 139 F.3d at 104 n.2 (citing the

Vaudabl e standard). |n Vaudabl e, the owner and operator of Maxim s
restaurant in Paris sought to restrain defendants from opening a
restaurant in New York Gty using the sane nane. See 20 M sc. 2d at

758. Its fame is descri bed as foll ows:

It received wide publicity as the setting of a
substantial portion of Lehar’s operetta, “The Merry
W dow,” has been the subject over a | ong period of years
of numer ous newspaper and nagazi ne articl es, and has been
menti oned by nane and filned in novies and television.
There is no doubt as to its unique and em nent position
as a restaurant of international fame and prestige. It
is, of course, well known in this country, particularly
to the class of people residing in the cosnopolitan city
of New York who di ne out.
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Id. This level of fane was not, however, required for the court to
find that plaintiff’s mark entitled to protection. |In response to
defendant’ s argunent that the name Maxinis had originally becone
famous as a nane of both a “snobkel ess powder” and a nachi ne gun

the court held that it is not the source of the name that is
rel evant, but “the origination and devel opnent of its use in a
particular field which may entitle the user thereof to protection

by virtue of the secondary neani ng acquired therein.” 1d. at 758-

59 (enphasis added). As shown below, a mark which has achi eved
secondary neani ng standard need not have achieved a “unique and

em nent position” internationally, or in the United States.

Secondary neaning is a characteristic of descriptive
mar ks, that is, marks that descri be the product in sone way, rather

than of arbitrary or fanciful marks such as COH BA Secondary

nmeani ng

is used generally to indicate that a mark or dress "has
cone through use to be uniquely associated with a
specific source." Restatenment (Third) of Unfair
Conpetition 8 13, Comment (Tent. Draft No. 2, Mar. 23,
1990). "To establish secondary neaning, a manufacturer
must show that, in the mnds of the public, the primary
significance of a product feature or termis to identify
the source of the product rather than the product
itself."

Two Pesos, Inc. v. Taco Cabana, Inc., 505 U S. 763, 766 n.4, 112
S 2753, 120 L.Ed.2d 615 (1992) (quoting lInwood Laboratories,

Inc. v. lves Laboratories, Inc., 456 U S. 844, 851, n. 11, 102
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S.C. 2182, 2187, n. 11, 72 L.Ed.2d 606 (1982)). The secondary
nmeani ng standard can, however, be applied by anal ogy to distinctive
mar ks such as COHI BA because sone of the neasures of secondary
nmeani ng can be appropriately applied to descriptive and distinctive
marks. District courts considering the degree of fane needed to
satisfy the famobus marks doctrine have used a secondary neaning

standard. See Grupo G gante, 119 F. Supp.2d at 1091; Buti, 935 F

Supp. at 473-74 (because defendant failed to offer adm ssible
evi dence of “any secondary neaning of its [trademark] in the United
States . . . the Court cannot find the Vaudable exception

applicabl e here.”).

Wil e Cubatabaco agrees that the secondary neaning
inquiry may be partially anal ogous to the question of the | evel of
fame needed to establish that a mark is protectable under the
famobus marks doctrine, it argues that Iless renown should be
required under the fanmpbus marks doctrine because the secondary
nmeani ng standard is applied to restrict the use of a descriptive
termthat other producers would have a legitinmate reason to use.
In the case of a distinctive mark such as COH BA, by contrast, no
ot her producer would have a legitimte reason to use the nark.
Whi | e Cubat abaco rai ses a cogent distinction, it fails to nention,
however, that the secondary neaning standard is applied in the
donmestic context and the fanmobus marks doctrine is applied
internationally. Because the fanous marks doctrine carves out an

exception to the well settled territoriality principle, and nay

81



result in the cancellation of a trademark by the donestic
regi strant even though the foreign user neither filed its own
regi stration nor contested the donestic user’s registration, there
is no justification for requiring less renown than the secondary

nmeani ng st andar d.

General Cigar argues that the appropriate standard i s the
statutory standard for fame contained in the Federal Trademark
Anti-Dilution Act (“FTDA"), 15 U S.C 1125(c). The FTDA protects
only those marks that have shown “a substantial degree of fane.”

TCPIP Holding Co. v. Haar Conmuni cations Inc., 244 F.3d 88, 99 (2d

Cr. 2001). The legislative report on the FTDA used as exanpl es
“Dupont, Buick, and Kodak . . . marks that for the nmjor part of
the century have been household words throughout the United

States.” 1d. (citing HR Rep. No. 104-374, at 3 (1995)). Wile

a legislative report is not dispositive as to the standard of fane
required, the Second G rcuit found it inprobable that Congress
intended to confer anti-dilution protection on “marks that have
enjoyed only brief fame in a small part of the country, or anong a
smal | segnent of the population . . .” 1d. As shown below, in
Novenber 1992 the COHI BA mark coul d not neet the standard for fane
under the FTDA.

General Cigar makes no argunent for why the standard for
anti-dilution actions should be applicable in the context of the

fanmous marks doctrine, except for the enpirical observation that
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“[t]he FTDA standard for fanme is consistent with cases anal yzing
fame under the well-known marks doctrine.” Def.’s Post-Trial Mem
at 17. Each of the cases cited by Ceneral Ci gar draw on the
Vaudabl e standard which, as shown above, requires a showi ng of

secondary neani ng and not a “substantial degree of fane.”

There are a nunber of reasons why the FTDA standard is
i nappropriate in the context of the fanbus marks doctrine. As
noted in the leading treatise on trademarks, “[t]he international
‘fanpbus narks’ doctrine devel oped outside the United States and
addresses an issue of trademark protection that is significantly
different fromthat of dilution.” 4 MCarthy, 8 24:92 at 24-166
n. 1. The primary purpose of the FTDA is to protect marks with
regard to use on dissimlar goods. See HR Rep. No. 104-374, at
3, reprinted in 1995 U S.C.C. A N 1029, 1030 (“Thus for exanple,
t he use of DUPONT shoes, BU CK aspirin, and KODAK pi anos woul d be
actionabl e under [the FTDA].”). The protection avail abl e under the
FTDA is much greater. “It permts the owner of a qualified, fanous
mark to enjoin junior uses throughout comrerce, regardl ess of the
absence of conpetition or confusion.” TCPIP, 244 F.3d at 95
(citing 15 U.S.C. 8§ 1127). Accordingly, “the standard for fanme and
distinctiveness required to obtain anti-dilution protectionis nore
rigorous than that required to seek infringenent protection.” [d.
(quoting I.P. Lund Trading v. Kohler Co., 163 F. 3d 27, 47 (1st Cr.
1998)) .
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Leadi ng comment ators have suggested standards that are
conparabl e to the secondary meani ng standard used in Vaudabl e and

Gupo G gante. MCarthy argues that

| f a mark used only on products and services sold abroad
is so fanmobus that its reputation is known in the United
States, then that mark should be legally recognized in
the United States. |If a junior user were to use a mark
in the United States that is confusingly simlar to the
foreign famous nark, then there woul d, by definition, be
a likelihood of confusion anmong United States custoners.

4 McCarthy, 8 29:4 at 29-10. Further comentary strongly suggest
that the “known reputation” standard for fame is significantly
| ower than the FTDA's. In reference to the Vaudabl e case, McCarthy
states that the fanmous mark rule may be interpreted “as not
constituting an exception to the general rule at all, since it
could be said that the foreign service business had already
established priority in the United States through advertising and
reputation prior to the defendant’s opening.” 1d. The footnote to
this sentence cites to another section of the treatise that

di scusses the Tea Rose-Rectanus doctrine. Under the doctrine

“priority of use of a mark in one area of the United States does
not give rights to prevent its use by a good faith and innocent

user in a renote geographic area.” G upo G gante, 119 F. Supp. 2d

at 1090 (citing McCarthy 8 26:2). There is an exception, however,
“when a senior user located in one area of the United States has
achi eved an appreci able level of fame in the junior user’s trading

area.” 1d.
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Wil e McCarthy states that the Tea Rose- Rect anus doctrine

does not apply outside the United States, see § 26:5 at 26-12, the
citation to the doctrine in the discussion of the fanous marks

doctrine suggests that the Tea Rose- Rectanus doctrine may provide

gui dance i n appl yi ng t he fanous marks doctrine. See G upo G gante,

119 F. Supp.2d at 1090 (finding the Tea Rose-Rectanus doctrine

“hel pful in delineating the fanpbus mark doctrine.”). The G upo
G gante court drew on the doctrine for the purpose of restricting
the fane of the mark at issue to the geographical area of the
United States where the plaintiffs sought protection. 1d. at 1090-
91. That aspect of the doctrine is not relevant in the instant
case because prem umci gar snokers are spread t hroughout the United

St at es. I nstead, the reference to the Tea Rose-Rectanus doctrine

in MCarthy’'s discussion of the fanous marks doctri ne suggests that
Cubat abaco need only show that the COH BA mark had a “known
reputation” to premum cigar snokers in Novenber 1992. Thi s
standard is consistent with the secondary neaning standard from

Vaudabl e, di scussed above.

Factors To Be Assessed In Determining COHIBA’'s Fame in
November 1992

The same factors which are used in the caselaw in
det erm ni ng whet her a trademark has establ i shed a secondary neani ng
wi || obviously be critical in determ ning whet her COH BA was fanous
Wi thin the neaning of the fanmous marks doctrine. However, other
factors have al so been suggested in an i nternati onal docunent which
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has been endorsed by the United States. The Joint Reconmendati on
Concerning Provisions on the Protection of Well-Known Marks (the
“Joi nt Recommendati on”) has been adopted by both i ntergovernnment al
bodi es concerned with trademark protection: the General Assenbly of
the Wrld Intellectual Property Oganization (“WPO') and the
Assenbly of the Paris Union.? It identifies factors relevant to

determ ning whether a mark i s well -known:

Determ nati on of Whether a Mark is a
VWl | -Known Mark in a Menber State

(1) [Factors for Consideration]

(a) In determning whether a mark is a well-known
mark, the conpetent authority shall take into
account any circunstances from which it my be
inferred that the mark is well known.

(b) In particular, the conpetent authority shal
consider information submitted to it with respect
to factors fromwhich it nmay be inferred that the
mark is, or is not, well known, including, but not
limted to, information concerning the follow ng:

1. the degree of know edge or recognition of
the mark in the rel evant sector of the public;

2. the duration, extent and geographical area
of any use of the nmark;

3. the duration, extent and geographical area
of any pronotion of the mark, including
advertising or publicity and the presentation,
at fairs or exhibitions, of the goods and/or
services to which the mark appli es;

4. the duration and geographi cal area of any
regi strations, and/or any applications for

® The Assenbly of the Paris Union is the group of nations
that are signatories to the Paris Convention. See Paris Convention
art. 1(1). It includes both Cuba and the United States.
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registration, of the mark, to the extent that
they reflect use or recognition of the mark;

5. the record of successful enforcement of
rights in the mark, in particular, the extent
to which the mark was recogni zed as wel |l known
by conpetent authorities;

6. the value associated with the mark

(c) The above factors, which are guidelines to
assi st the conpetent authority to determ ne whet her
the mark is a well-known nmark, are not pre-
condi tions for reaching that determ nation. Rather,
the determ nation in each case will depend upon the
particular circunstances of that case. In sone
cases all of the factors may be relevant. In other
cases sone of the factors may be relevant. In stil
ot her cases none of the factors may be rel evant,
and the deci sion may be based on additional factors
that are not listed in subparagraph (b), above
Such additional factors may be rel evant, al one, or
in conbination with one or nore of the factors
listed in subparagraph (b), above.

The WPO factors do not provide guidance as to what |evel of fane
is required to find that a mark is well-known. However, they do
suggest that the inquiry into fame nust be wi de-ranging, taking

i nto account any avail abl e rel evant evi dence.

The factors to be considered in determ ning secondary
meaning in this Crcuit are simlarly wide-ranging. They include
“(1) advertising expenditures, (2) consuner studies |inking the
mark to a source, (3) unsolicited nmedia coverage of the product,
(4) sales success, (5) attenpts to plagiarize the mark, and, (6)

| engt h and exclusivity of the mark’s use.” Genesee Brewing Co. V.

Stroh Brewing Co., 124 F.3d 137, 143 (2d Cr. 1997) (quoting
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Cent aur Communi cations, Ltd. v. A/'S/M Conmmuni cations, Inc., 830

F.2d 1217, 1221 (2d Gir. 1987)).

Factors relating to advertising and sales will be of
m nimal rel evance because of the inability to sell Cuban COH BA
ci gars. The sixth factor is also not relevant to the instant
litigation, as it has been previously determ ned that the COH BA
mark was in the public domain in Novenber 1992 foll ow ng General
Ci gar’ s abandonnent of the mark. Accordingly, the determ nation of
whet her the fame of the COHI BA mark i s equivalent to the secondary
nmeaning standard for recognition will rest largely, but not

excl usively, on the three remaining factors.

1. Consumer Studies

Evi dence from consunmer surveys rarely provides the sole

evi dence of secondary neaning. See 5 McCarthy, 8 32:190 at 32-315

(“survey data is not a requirenent, and secondary neani ng can be,
and often is, proven by circunstantial evidence.”) A survey of the
casel aw, then, cannot provi de a magi ¢ nunber above whi ch secondary
nmeani ng may be established. Further, different surveys are taken
in different contexts, with different questions and measurenent
t echni ques. Nevert hel ess, they provide a rough estinmate of the

| evel of recognition required.
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In Gupo G gante, the court dism ssed the probativeness

of two of the three pieces of evidence put forward by plaintiffs in
showing the renown of their foreign mark, leaving only a survey
conduct ed one year prior to defendant’s use of the mark. See G upo
G gante, 119 F. Supp.2d at 1092-93. Upon a show ng that 20-22% of
the rel evant public was aware of plaintiff’s mark, the court found
that the secondary neaning standard was net, and that plaintiff’s
mark was protectable. 1d. The court nmade this determ nation by
drawi ng on caselaw on |ikelihood of confusion, after citing the
argunent fromMCarthy that “there is no | ogical reason to require
[a] higher percentage to prove secondary neaning than to prove

i kelihood of confusion.” [Id. (citing 5 McCarthy, § 32:190).

In the Second Circuit, survey data showi ng 50%or greater
recognition has generally been required to establish secondary

meani ng. See Harlequin Enters. Ltd. v. GQulf & Western Corp., 644

F.2d 946, 950 n.2 (2d Cr. 1981) (50% recognition of publisher’s
name properly found probative but “not conclusive” of secondary

meani ng); RIJR Foods, Inc. v. Wite Rock Corp., 201 U.S.P.Q 578

581 (S.D.N. Y. 1978) (66%recognition supported findi ng of secondary
nmeaning), aff’d 603 F.2d 1058 (2d G r. 1981); Essie Cosnetics, Ltd

v. Dae Do Int’'l, Ltd., 808 F. Supp. 952, 955, 960 (S.D.N Y. 1992)
(65% recognition provided “anple evidence” that trade dress had

acqui red secondary neani ng). General Cigar cites Zippo Mg. Co.

v. Rogers lInports, Inc., 216 F. Supp. 670, 689-90 (S.D. N Y. 1963)

for the proposition that 25% recognition is insufficient to
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establi sh secondary neani ng. However, the court did not treat the
25% survey figure as indicative of the actual |evel of awareness
because the survey was taken three years after the rel evant date,
and because the survey al so showed that nearly as nany respondents
identified the trade dress with another producer. GCeneral G gar
also cites the testinony of Cubatabaco’s expert, Gssip, to the
effect that 50% awareness is required to find a trademark well -
known. Wile Ossip’' s expertise in brand recognition is noted by

the Court, his opinions as to | egal standards carry no wei ght.

Ceneral Cigar has not argued that the pronotion of its
COH BA mark from1981- 1987 woul d have resulted in any residual fane
of the COH BA mark in Novenber 1992. I ndeed, GCeneral G gar’s
position is that the mark was virtually unknown at that tine.
Accordingly, any consuner studies which may be useful for
determ ni ng the Novenber 1992 | evel of fane would be neasuring the

| evel of fane of the Cuban COHI BA

The absence of any consuner studies from the rel evant
peri od necessitates making i nferences from surveys conducted both
bef orehand and afterward. The Shanken Survey, conducted in
Decenber 1991, shows a low level of trial awareness of COH BA
COH BA is nentioned by only 1.1% of respondents when asked about
the brand of cigar normally snoked. The nost inpressive result is
t he 6% of respondents who spend nore than $3.50 per cigar who naned

COHI BA as the finest cigar they had snoked.
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The Shanken Survey is deeply flawed, however, for it
t akes no neasure of either unai ded or ai ded awareness, and focuses
only on those cigars actually snopked. G ven the extraordinary
difficulty of obtaining a Cuban COHI BA, the results are entitled to
little weight. The survey also underestimates the renown of the
mark i n Novenber 1992 because it was taken before the considerable
publicity that COH BA received around the tine of the premere

i ssue of Cigar Aficionado.

The next survey was not reported until Septenber 1994,
although it likely was adm ni stered sonmewhat earlier. That survey
reported an unai ded awareness figure of 14.5% for COH BA, and a
trial awareness of 18.5% Unfortunately, aided awareness was not
t est ed. Cubat abaco’s expert, Gssip, has wused the average
differential between unai ded and ai ded awareness for other brands
to estimate that COH BA' s ai ded awar eness shoul d be approxi mately
48-52%gr eat er than t he unai ded awareness figures. General Cgar’s

expert, Sinonson, counters with the reductio ad absurdum ar gunent

that an entirely unknown brand, with 0% unai ded awar eness, woul d
still score at | east 48%ai ded awar eness. Sinonson i S unpersuasi ve
on this point, however, because Ossip has conpared COH BA to the
ot her brands surveyed using a nunber of methods which denonstrate
that COHIBA is not an outlier brand whose ai ded awareness figures
should be expected to differ significantly from the others.
Al though it is inpossible to determne a particular figure fromthe

data presented, Ossip has shown persuasively that COH BA s aided
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awar eness in Septenber 1994 is significantly higher than its 14.5%

unai ded awar eness for that period.

It is also inpossible, from survey evidence alone, to
determ ne whether COHIBA's level of renown is closer to the
Sept enber 1994 survey or the Decenber 1991 survey. Oher evidence

is required to determine this question.

2. Unsolicited Media Coverage

Wth the exception of the coverage related to the |aunch

of Cigar Aficionado, the 46 articles nentioni ng COH BA bet ween 1986

and 1992 are mininally probative of the | evel of recognition of the
mark i n Novenber 1992. Because the relevant public is the prem um
or super-prenm umcigar snoker, which nunbered approximately half a
mllion in 1992, nentions of the product in general circulation
publ i cati ons woul d not be expected. Mentions of COH BA during this
period, however, are quite favorable, referring to the cigar either
as Fidel Castro's preferred brand (until he quit snoking), or as

t he best of the Cuban cigars.

The coverage of COHIBA in first The Wne Spectator and

then G gar Aficionado cannot be considered entirely unsolicited,

given the cozy relationship that has been described between
Cubat abaco’ s narketi ng departnent and the editorial staff of C gar

Afi ci onado, which shares editorial staff with 1its sister
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publ i cati on. However, even if the COH BA-related articles

publ i shed i n bot h magazi nes are “puff pieces,” they have undeni ably
generated positive publicity for the brand. The Cuban COH BA
recei ved the strongest possible endorsenent in the prem ere issue

of GCigar Aficionado. Praise for COHHBAin the prem ere issue al so

spill ed over into nmagazines with wi der circul ati on, such as For bes,

Newsweek, and the Dallas Mrning News.

Cubat abaco argues that the circulation figures of G gar
Afi ci onado denonstrate that 25%of the prem umcigar snokers in the
United States were aware of COHI BA because of the prem ere issue.
Such an inference is not warranted given that sone issues may have
been received by those who do not snoke cigars, and the issue nay
have been unread by others. Cubatabaco al so argues that a prem ere
i ssue of a mmgazine would have strong “pass-along” readershinp.
While the publication and distribution of the prem ere issue, by
itself is not sufficient to establish a 25%awar eness of the COH BA
brand, it 1is undoubtedly probative evidence that awareness
i ncreased significantly fromthe tine when the Shanken Survey was

adm ni st er ed.

3. Attempts to Plagiarize the Mark

Ceneral C gar argues that because Cubat abaco di d not have
a protectable mark in 1992, any evidence of copying cannot be used

to establish secondary neaning. It is true that “[p]roof of
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i ntentional copying, by itself, does not trigger any presunpti on of
secondary neaning under Second Circuit precedent.” Kauf man &

Fisher Wsh, Ltd. v. F.A O Schwarz, 184 F. Supp.2d 311, 319

(S.D.N.Y. 2001). General Cigar urges an even stronger hol ding
nanely that intentional copying is irrelevant if the trademark is

not protectable. See Ergotron, Inc. v. Hergo Ergonom c Support

Systenms, Inc., No. 94 Cv. 2732, 1996 W. 143903, at *9 (S.D.N.Y.

1996) . However, Ergotron found evidence of copying irrelevant
because the trade dress i n questi on was not distinctive and because
the defendant believed it was copying only functional features.
Id. Because COHIBA is a distinctive mark, evidence of copyi ng nmay

be probative.

Al so inapposite is Person’s Co. v. Christman, 900 F.2d

1565, 1570 (Fed. Cir. 1990), in which the court found that
del i berate copying of a foreign trademark did not establish bad
faith on the defendant’s part. The bad faith inquiry is distinct
froman inquiry into fame or secondary neaning, and the Person’s
court had already established that the plaintiff’s conpany “had no
goodwi I | and the ‘PERSON S mark had no reputation here.” 1d. at

1569- 70. The Second Circuit has held that “imtative intent can

hel p support a finding of secondary neaning.” Bristol-Mers Squibb

Co. v. McNeil-P.P.C, Inc., 973 F.2d 1033, 1042 (2d Gr. 1992).

Accordingly, General Cgar’s intentions, as well as its statenents
made at the tinme it was reintroducing the mark, will be consi dered

as evidence of secondary neani ng.
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Because General Ci gar had abandoned the COH BA nmark in
1992, see Enpresa Il, 213 F. Supp.2d at 271, the decision to use

the nane again in 1992, by itself, provides strong evidence of
I ntentional copying. General G gar argues that it used the COH BA
nane at least in part because Cubatabaco, through Garrido,
acknow edged that it did not own the U S. rights to COH BA. Even
if Garrido had said something to that effect, it would not
denonstrate that General G gar was not plagiarizing the COH BA mark
for purposes of the secondary nmeaning inquiry, in viewof the facts

found above to the contrary.

Beyond t he evi dence of fane provided by the nere fact of
t he adopti on of the COHI BA nanme, there is further evidence that the
decision to reintroduce the COH BA brand was connected with the
fame of the COH BA nmark. General Cigar made the decision in part
to capitalize on the success of the Cuban COH BA brand and
especially the good ratings and the notoriety that it had received

in G gar Aficionado. According to CGeneral G gar, the choice of the

COHI BA nane reflected not the fact that the brand was fanous in
Novenber 1992, but that the brand would grown in prom nence as a
result of the publicity and the high rankings it was given in G gar

Afi ci onado.

Cont enpor aneous statenents from General Ci gar, however,
denonstrate that it regarded the brand as well-known at that tine.

The January 14, 1993 neno fromM I stein to General Ci gar executives
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states that the rational e for seeking perm ssion fromCubat abaco to
use the COHIBA trade dress is “[t]Jo aid GC in successfully
repositioning and rel aunching its Cohiba brand cigar, it would be
useful to exploit the popularity, famliarity, brand recognition
and overal |l success of the Cuban Cohiba.” PX 1084. General G gar
argues that this referred to the success of the brand outside the
U.S., and that in any case the neno refl ected tal king points to be
used wi t h Cubat abaco, and was therefore designed to be flattering.
Wiile the context of the nmenp dimnishes its probativeness as an
i ndicator of fanme, it is not true, as General Ci gar argues, that it
shows only “that the Cuban COH BA was prominent in the mnds of
CGeneral Cigar executives.” Def.’s Mem at 10. It is unlikely that
General Cigar based its exploitation strategy on such an extrenely

constricted sense of popularity, famliarity and brand recognition.

The strategy docunent “Marketing the Cohiba Ci gar,” PX
966, prepared either by MCaffery, Ratner, or General G gar,
simlarly describes COHBA as “the magic word in the cigar
industry,” and as having “a high recognition factor here in the
U S. despite the fact that it cannot be purchased in the country.”
Id. GCeneral Cigar argues that the docunment was witten by someone
with little know edge of the cigar industry, and that it was
created at a tinme when General Ci gar’s managenent were heavily
focused on the Cuban COHI BA and the ratings it had received in

Cigar Aficionado. As with the MIstein nenp, these circunstances

di m ni sh the inport given to the clains made about the fane of the

96



COHI BA. However, because McCaffery, Ratner and General G gar woul d
have no reason to msrepresent the fame of the Cuban COH BA in
t hese docunents, they provide an inportant perspective on the

renown of the Cuban COH BA to premium cigar snokers in |ate 1992.

In March 1994, a buyer for Dunhill described the Genera
Cigar COHI BA as selling “very well sinply because of the strength
of the [Cuban CCOHI BA] nanme.” PX 899. The buyer al so described the
Cuban COHI BA as “the npst | egendary cigars in the U S. market where

they cannot |legally be purchased.” 1d. Wile the fact that

Dunhill was the exclusive retailer for the General C gar COH BA may
|l ead to sonme exaggeration, the remainder of the letter does not
uniformy praise every cigar brand. |Its assessnment of the fame of
the brand in March 1994 and, inplicitly, some tine before that, is

entitled to some wei ght.

Advertisenments by Dunhill of the General C gar COH BA at
tinme refer to its Cuban counterpart as the “Cuban | egend,” PX 335,
and “this cel ebrated range of Cuban origin.” PX 1153. Mre than
any internal docunent, a public advertisenent is likely to
overstate the prestige and recognition of the brand with which it
attenpts to create an association. However, the COH BA nane nust
resonate with premum cigar snokers in order for such an

advertising strategy to be effective.
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In light of the credi bl e evidence presented by Cubat abaco
of the level of renown of the COH BA nane in Novenber 1992, it is
concluded that the COH BA trademark achieved a |evel of fanme
consistent with secondary neaning as described in Vaudable and
ot her cases. The COHIBA mark is therefore fanpbus within the
nmeani ng of the fampus nmarks doctrine, and it is concluded that
Cubat abaco had a legally protectable right to the nmark at that

tinme.

A Likelihood of Confusion Exists Between the Cuban COHIBA and
the General Cigar COHIBA

In Enpresa |1, this Court held that, for the purposes of
Cubat abaco’ s notion to dism ss General G gar’s equitabl e defenses,
“Cubat abaco’ s claimof likelihood of confusionis . . . not brought

i nto reasonabl e doubt.” 213 F. Supp.2d at 275 (internal quotations

omtted). Both parties have subnmitted further evidence to show
that there is, or is not, a likelihood of confusion. After
considering those submssions, at trial and afterward, it 1is

concl uded that the evidence supports the prior ruling that thereis
a likelihood of confusion between the Cuban COHI BA and t he Gener al
Ci gar COHI BA.

The standard test for confusion in this Crcuit is laid

out in Polaroid Corp. v. Polarad Elec. Corp., 287 F.2d 492, 495 (2d

Cr. 1961). The factors are: (1) the strength of the plaintiff’s
mark; (2) the simlarity of the plaintiff’s and defendant’s marKks;
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(3) the conparative proximty of the services; (4) the |ikelihood
that plaintiff will “bridge the gap” and offer a service like
def endants; (5) actual confusion; (6) good faith on the defendant’s
part; (7) the quality of the defendant’s service; and (8) the

sophi stication of the buyers. See also Estee Lauder, Inc. v. The

Gap, Inc., 108 F.3d 1503, 1510 (2d Cr. 1997); Enpresa II, 213 F

Supp. 2d at 274. The Polaroid factors are “not dispositive, and
additional factors may be considered or initial factors abandoned.”

G uner + Jahr USA Publ’'g v. Meredith Corp., 991 F.2d 1072, 1077 (2d

Gr. 1993).

Ceneral Cigar acknow edges that if the Cuban COH BA were
currently available in the U S., the fact that both products have
the sane nane and both are cigars would, as a practical matter
“end the inquiry under the Polaroid test.” Def.’s Post-Trial Mem
at 46 n. 24. It argues, however, that the enbargo agai nst Cuban
goods casts the analysis in an entirely different |light. Because
the enbargo has been in place for four decades, GCeneral G gar
argues, consuners are highly aware that cigars soldinthe U S. are

not nmade in Cuba and contain no Cuban tobacco.

The enbargo significantly changes the Pol aroi d anal ysi s.
When two marks are identical and are used for the sane product in

the sane narket, consumer confusion is “inevitable.” Enpresa ||

213 F. Supp.2d at 274 (collecting cases). The unavailability of

t he Cuban COHI BA nmakes the issue of confusion a closer call. I n
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addition, not all forns of consuner confusion are relevant in the
context of a trademark infringenent action. “[ T] rademar k
i nfringement protects only against m staken purchasi ng deci sions

and not against confusion generally.” Lang v. Retirenent Living

Publishing Co., 949 F.2d 576, 583 (2d Cr. 1991). Ceneral G gar

argues that, to the extent that consuners may have m staken
| npressions about past or present relations between the Cuban
COH BA and t he General G gar COH BA, such confusion is unrelated to

pur chasi ng deci si ons.

In particular, General Cigar argues that “[a] consuner
who m st akenly believes that the maker of the General G gar COH BA
had once been affiliated with the maker of the Cuban COH BA does

not buy it under the m sapprehension that it is produced or

sponsored by Cubatabaco.” Def.’s Post-Trial Reply Brief at 33.
General Cigar provides no support for this proposition. As
previously noted by this Court, “the enbargo does not prevent a

Cubat abaco- sponsored cigar from being sold in the United States

under simlar circunstances.” Enpresa Il, 213 F. Supp.2d at 275

(citing 31 C.F. R 88 515. 204; 515. 302-303); see al so Dallas Cowboys

Cheerl eaders, Inc. v. Pussycat Cnema, Ltd., 604 F.2d 200, 204-05

(2d Cr. 1979) (“The public’'s belief that the mark’'s owner
sponsored or otherw se approved the use of the tradenmark satisfies

t he confusion requirenent.”).
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In order for confusion between the two brands to be
relevant in the present litigation, there nust be a significant
risk that the consuner will make a purchasi ng deci si on based not on
the goodwi Il or reputed quality of the General G gar COH BA but on
the m staken association with the Cuban COH BA, a brand with a
reputation as being one of the best cigars in the world. See

e.qg., Bl Geco Leather Prods. Co. v. Shoe Wrld, Inc., 806 F.2d

392, 395 (2d Cr. 1986) (“One of the nobst valuable and inportant
protections afforded by the LanhamAct is the right to control the
quality of the good manufactured and sold under the holder’s
trademark.”); 1 McCarthy, 8 3-2 at 3-3 (anong the functions which
trademarks performis “[t]o signify that all goods bearing the
trademark are of an equal level of quality.”). Wile it is true
that a msapprehension as to historical |ineage does not, by
itself, necessarily inply that the consuner will believe that the
quality of the Cuban COHIBA is inparted to the GCeneral G gar
COHI BA, such confusion is certainly possible. In exam ning the
|'i kel i hood of confusion wunder the Polaroid factors, that

possibility must be consi dered.

1. Strength of Plaintiff’s Mark

The strength of a trademark enconpasses both the mark’s
i nherent distinctiveness, or its arbitrariness in relation to the
product for which it is used, and its “acquired distinctiveness,”

or “the extent to which prom nent use of the mark in commerce has
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resulted in a high degree of consunmer recognition.” Virgin

Enterprises Ltd. v. Nawab, 335 F.3d 141, 147 (2d GCr. 2003).

Cubat abaco’s COHIBA mark is arbitrary or fanciful for use on

ci gars. See CGeneral G gar Co. v. GD.M, Inc., 988 F. Supp. 647

660 (S.D. N. Y. 1997) (“It seens doubtful that prospective purchasers
of COHIBA cigars . . . would nmake the associ ati on between the mark
and the word in a | anguage spoken by the indi genous popul ati on of
the Dom nican Republic.”). Further, the Cuban COH BA al so has
significant acquired distinctiveness. The findings above detai

the fanme of the mark in Novenber 1992. By the tine of the
i ntroduction of the super-prem um COH BA by General Cigar in 1997,
as Cullman, Jr. testified, “the Cuban Cohiba was certainly well-
known.” Tr. 1103. The strength of Cubatabaco’ s COH BA mark wei ghs

toward a |ikelihood of confusion.

2. Similarity Between the Two Marks

Because Cubat abaco has all eged infringenment only of the
COHI BA word mark, the fact that the two marks are identical also
wei ghs toward a |ikelihood of confusion. Further weighing toward
confusion is the testinony of Mark Perez, a buyer for Dunhill, who
acknowl edged the statement he had nmade in previous litigation by
General Cigar with respect to infringenent of the COH BA nark by a
conmpany selling cigars in the U S., that “the name is what people
attach to the product, not necessarily the band or the trade dress.

The nane is the nobst inportant thing that drives consuners |

102



believe.” Perez Dep. at 455-56. See also Cullnman Ventures, Inc.

v. Colunbian Art Works, Inc., 717 F. Supp. 96, 128 (S.D.N. Y. 1989)

(“As courts have long recogni zed, consuners ask for a product by

its name, not its logo.”).
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3. The Proximity of the Products

The fact that both Cubatabaco and CGeneral Ci gar both
produce COHI BA cigars clearly weighs in favor of confusion. See
id. at 127 (“the products are nore than confusingly simlar --they
are identical -- and thus consuner confusion is 1inevitable”)

(citing Mushroom Makers, Inc. v. R G Barry Corp., 580 F. 2d 44, 47-

48 (2d Cr. 1978)). However, because the two products do not
conpete with each other inthe U S. limts the proximty under this
factor. But the conpetitive limtation is not sufficient to weigh
against a likelihood of confusion, or even to neutralize the
factor. The rel evant consideration is whether the proximty of the
products in the mind of the consunmer will lead that consuner to
make a purchasing decision based on that proximty. Consuner
confusionis not limted to the belief that Cubatabaco or the Cuban
government controls the content of the General G gar COH BA. An
i magi ned inforrmal present or past arrangenent may, heverthel ess,
suggest to the consuner that the quality of the Cuban COHIBAis to
be found in the General C gar COCH BA

Advertisenments for the General G gar COH BA from1992 to
the present inply that the quality of the Cuban COHIBA will carry
over to the General G gar COH BA. A pre-1997 Dunhill catalog
advertised the General C gar COH BA as the “[r]ightful heir to the
Cuban | egend.” PX 335, while JR G gars, which holds over a third of

the retail premium cigar market, described it as “a flavorful
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Dom nican version of this classic Cuban cigar.” PX 276.
Cubat abaco has produced evidence of nunmerous other simlarly
m sl eadi ng adverti senents. “The way that a chall enged mark i s used
in advertising is highly probative of whether it is likely to cause

confusion.” MCarthy, 8§ 23:58; see also Sports Authority, 89 F.3d

at 962-63 (considering use of marks in advertising).

Ceneral Cigar’s actions against the Cuban COH BA and
against third parties using the COH BA nane al so provi de evi dence
that the trade dress of the Cuban COH BA, and even a Cuban
designation of origin, is not sufficient to differentiate the
product s. The possibility of confusion between General G gar
COH BAs and cigars with no designation of origin or a Dom nican
designation are not relevant to the proximty analysis. However,
General Cigar has taken as well as threatened | egal action agai nst
several parties using the COH BA nane in the United States, even
t hough many of the products of which General Cigar conpl ai ned bore
the designation “La Habana, Cuba.” CGeneral Cigar has nade no
distinction between the origins of designation on the products,
contending that they all infringe on General Ci gar’s tradenmark.
General Cigar’s in-house counsel also testified that advertising

for the Cuban COHIBA in G gar Aficionado in 1992 and 1993 m ght

| ead a consuner to “be confused that this is the CGeneral G gar

COHI BA sold in Dunhill, and it isnt.” Wllen Dep. at 303.
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Ceneral Cigar argues that the “red dot” in the “O in
COH BA will serve to dispel confusion, as wll tobacconists who
encounter confused consuners. These mnimal neasures are
i nsufficient to counteract the proximty that is created by the use
of the sane brand name on the sanme product. Accordingly, this

factor weighs toward |ikelihood of confusion.

4, Likelihood that Plaintiff Will “Bridge
the Gap”

Cubat abaco argues that because the parties already offer
the sanme product, “there is no gap to be bridged.” Banff wv.

Federated Dept. Stores, Inc., 841 F.2d 486, 492 (2d Cr. 1988).

Such an argunent ignores the effect of the enbargo, which currently
prevents Cubat abaco fromoffering a product |Iike the defendant’s in

the U S. market.

In Enpresa 11, it was held that “[t]he likelihood of
Cubat abaco ‘ bridging the gap’ and entering the U.S. cigar narket is
dependent upon whether the political tide will shift to bring an
end to the Cuban enbargo.” 213 F. Supp.2d at 275. At that tine,
it was projected that “the end of the enbargo appears nore |likely
now than in the past.” Id. Cubatabaco has provided indirect
evi dence of the eventual end of the enbargo in the form of the
substantial nunbers of registrations by U S. corporations of their
trademarks in Cuba. See PX 1099, 1115 (listing trademarks
registered in Cuba). Cubat abaco argues that such registrations
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show that these corporations consider the prospects for future

trade with Cuba to be significant.

The rel evant consideration for this factor, however, is
not when the enbargo will end but whet her Cubatabaco will enter the
U S. market once the enbargo has ended. See Katz v. Mdiri, 283 F.

Supp. 2d 883, 896 (S.D.N. Y. 2003) (“If a trademark owner intends to
enter the sane market as the defendant, ‘such a showng is
indicative of future I|ikelihood of confusion as to source.’")

(quoting Jordache Enterprises, Inc. v. Levi Strauss & Co., 841 F.

Supp. 506, 517 (S.D.N. Y. 1993)). It was held previously that in

the event the enbargo is lifted, “Cubatabaco wll| al nost definitely

bridge the gap,” Enpresa Il, 213 F. Supp.2d at 275, and the above
findings of fact after the trial confirm that concl usion.

Accordingly, this factor weighs towards |ikelihood of confusion.

5. Actual Confusion

“Actual confusion is defined as the 1likelihood of
consuner confusion that enables a seller to pass off his goods as

the goods of another.” 1-800 Contacts, Inc. v. WienU. com No. 02

Cv. 8043, 2003 W 22999270, at *23 (S.D.N. Y. Dec. 22, 2003)
(citing WWW Pharm Co., Inc. v. Gllette Co., 984 F. 2d 567, 574

(2d Gr. 1993)). However, “it is black letter law that actua
confusi on need not be shown to prevail under the Lanham Act, since

actual confusion is very difficult to prove and the Act requires

107



only a likelihood of confusion as to source.” [|d. (quoting Lois
Sportswear, Inc. v. Levi, Strauss & Co., 799 F.2d 867, 875 (2d G r.
1986) ).

Cubat abaco has presented several instances of anecdot al
actual confusion. The 1998 Canbridge G oup report, based on focus
groups and not on statistically significant surveys, found that
there was “serious consuner confusion” between the Cuban and
Dom ni can COHI BAs. It cited one focus group participant, who
believed that there were “two brothers, one who makes COH BA in

Cuba and the other in the Dom ni can Republic.”

The 2000 survey conducted by Cubatabaco’s expert also
denonstrated a significant degree of confusion anbng consuners:
anong those who had heard of COH BA, approximtely 21% were
confused as to the source of the products, and approxi nately 15% of
all premum cigar consuners were confused. Comments from the
respondents indicate that sone believed that COH BA was a parall el
brand whi ch was expropriated by Castro, where the original makers
then immgrated to the Dom nican Republic and produced cigars

t her e.

“Proof of actual confusion, in the form of market
research survey evidence, is highly probative of the Iikelihood of
consuner confusion, ‘subject to the condition that the survey nust

have been fairly prepared and its results directed to the
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rel evant issues.’” 1- 800 Contacts, 2003 W 22999270, at *23

(quoting Schieffelin & Co. v. Jack Co. of Boca, Inc., 850 F. Supp.

232, 245 (S.D.N. Y. 1994)). General Cigar’s expert, Sinonson,
argues that the survey is flawed because Ossip used “gender
bal anci ng” to conpensate for the disproportionate response to the
survey by female cigar snokers. However, gender balancing is
appropriate to nodel the results on the actual premum cigar
popul ation. Sinobnson also clains that Gssip n sleadingly showed
the two cigar brands side by side. Such an approach is not
i naccurate: at trial, Cubatabaco showed Sinmonson exanples of
i nternet advertising that depicted or descri bed the two brands side
by side, as in the survey, and he acknow edged that such

advertisenments foll owed t he approach of the survey. Tr. 1160-1163.

Fi gures conparable to those in the 2000 survey have been

found probative of a likelihood of confusion. See RIJR Foods, 603

F.2d at 1061 (finding “evidence from two wtnesses who were
actually confused . . . together with the results of a consuner
study showing a fifteen to twenty percent rate of product
confusion” probative of actual confusion). CGeneral Cigar cites

Grl Scouts of U S. of Anerica v. Bantam Doubl eday Del | Pub. G oup,

808 F. Supp. 1112, 1128 (S.D.N. Y. 1992), which found a survey
showi ng 12. 6% confusi on between the Grl Scouts and a book series
bearing the title “Pee We Scouts” insufficient to denonstrate

actual confusion. The Grl Scouts court, however, used a nore

stringent standard for actual confusion in light of the First
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Amendnent concerns inplicated in restricting artistic expression.
It interpreted the survey evidence as the Second Circuit did in

Rogers v. Grimaldi, 875 F.2d 994, 1000 (2d Cir. 1989), in which it

was held that courts “need not interpret the Act to require that
authors select titles that unanbi guously descri be what the work is
about nor to preclude them from using titles that are only
suggestive of some topics that the work is not about.” The
standards for actual confusion with respect to book titles are
therefore of little relevance in assessing confusi on between ci gar

br ands.

Cubat abaco has presented survey evidence as well as
anecdot al evi dence of actual confusion between the Cuban COH BA and
the General Cigar COH BA. Accordingly, this factor wei ghs toward

i kel i hood of confusion.

6. Good Faith on the Defendant’s Part

This factor considers whether the defendant “adopted
plaintiff’s marks with the intention of capitalizing on the
plaintiff’s reputation and goodw || and any confusi on between [it]

and the senior user’s product.” Nora Beverages, Inc. v. Perrier

G oup of Anerica, Inc., 269 F.3d 114, 124 (2d Gr. 2001) (quoting

Lang, 949 F.2d at 583).
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CGeneral Cigar concedes that its devel opnment of the COH BA
brand in 1992 was an attenpt “to sonehow capitalize on the success
of the Cuban brand.” Mlstein Dep. at 284. | f Cubat abaco was
unanbi guously the senior user of the nmark at that tine, that
adm ssion would be sufficient to establish General G gar’s bad
faith. The central question, however, is whether General G gar
believed it was the senior user of the mark when it resumed use in

Novenber 1992. See Person’s, 900 F. 2d at 1569 (“[ D] efendant is the

seni or user, and we are aware of no case where a senior user has
been charged with bad faith. The concept of bad faith adoption
applies to renote junior users seeking concurrent use regi strations

."). Athough it has been determ ned that General G gar was
not the senior user in Novenber 1992 because of the operation of
the famous marks doctrine, the evidence is not sufficient to show
that CGeneral Cgar’'s failure to recognize that fact was in bad

faith.

CGeneral Cigar first applied to register the COH BA nark
in 1978, before Cubatabaco sold COH BA cigars outside of Cuba. It
al so began selling the COH BA-branded “VWite OM” cigars in 1978,
and in 1982 placed the COH BA brand on its Canario D Oro prem um
cigar. See Enpresa Il, 213 F. Supp.2d at 257-258. Wile General

Ci gar executives were aware of the Cuban brand, and of Cubatabaco’s
intent to develop its brands for the international market after the
enbargo, there is insufficient evidence to show that COH BA was

wel | - known then. The USPTO i ssued a registration in February 1981.
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During the period of General Cigar’s sale of its COH BA-branded
cigars from 1978 to 1987, Cubatabaco made no objection to General
Cigar’s use of the mark. Nor did Cubatabaco take any action to
register the mark followi ng the five-year period in which CGenera

Ci gar nmade no sal es under the COH BA nane, from 1987 to 1992.

The only indication that General Cigar had by late 1992
and early 1993 that it may not have been the senior user canme from
its trademark counsel, Mrgan & Finnegan. Mrgan & Finnegan first
assured General Cigar that because “it is doubtful that
Cubat abaco’ s COHI BA product was known to any significant nunber of
purchasers [in 1978], especially not in the United States,” the
1981 registration created a valid trademark right. PX834. Inits
draft opinion letter, Mdirgan & Finnegan di scussed the presunption

of abandonnment fromtwo or nore years of non-use, and opi ned that

there may have been several such periods of abandonnent
since Cul bro/ General Cigar filed the application for the
COHI BA mark in 1978 and/or since the registration issued
in 1981. Moreover, if General Cigar’s COH BA nmark has
not been used for over two years up until the present, it
may be deermed to be abandoned now.

Id.  Abandonnment, by itself, would not be sufficient to make
Cubat abaco the senior user, because General Ci gar’s resunption of
the mark in 1992, along with its second registration application,
could re-establish its rights to the mark. Marcus, the attorney at
Morgan & Finnegan in charge of the relationship between his |aw
firmand General Cigar, testified that the concern expressed in the
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| etter about possi bl e abandonnent was based on the i ncorrect belief
that “CGeneral G gar had only made token use of the mark in the
1980's.” Marcus Direct § 16. Further, MIlstein believed that
CGeneral Cigar COH BA cigars were sold by Dunhill throughout the
1980' s and 1990's, and therefore did not believe that General G gar
had abandoned the mark. See Tr. 1271-72.

The opinion letter also discusses the possibility that,
i f abandonnent of the mark could be shown, Cubatabaco could

establish a priority right to the mark

by showing that its COH BA mark enjoys a continuous,
exi sting reputation anong U. S. purchasers, dating back to
atime prior to any newy resuned use by General G gar
by virtue of: (a) the various aforenentioned neans of
exposure of the mark to U S. purchasers, including
publicity and pronotional nmaterial circulated in the
United States for their COH BA cigars; and (b) direct
evidence of famliarity on the part of U S. purchasers,
including travelers who have purchased Cuban COH BA
ci gars abroad.

Id. The cases cited inthe letter do not specifically refer to the
famobus marks doctrine, but it is stated inplicitly. Morgan &
Fi nnegan al so sent an earlier letter to MIstein, dated April 20,
1989, explaining the fanmous marks doctrine in the context of the
possi bl e use and registration in the U S. of trademarks owned and
used abroad by Cubat abaco. See PX 923. The COHI BA nmark is not

di scussed in the 1989 letter, which cites Miison Prunier, and

advises MIstein that if the trademark “enjoys a known reputation
inthe United States,” Cubatabaco nmay be able to establish priority
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rights, notwthstanding its inability to sell cigars in the United

St at es. | d.

The two | etters, however, do not concl ude that Cubat abaco
woul d be likely to prevail inapriority contest. Marcus testified
that the advice related in the opinion letter only set out the
| egal doctrine, and did not conclude that the mark was sufficiently
famous in the United States to give Cubatabaco priority rights to
the mark. See Tr. 1164. It was Marcus’s opinion, given his
know edge of the renown of the Cuban COHIBA in |late 1992, that the
Cuban COH BA “was not well known in the United States.” [d. at
1159.

Cubat abaco argues both that General Cigar wthheld
pertinent information from Morgan & Finnegan, thus skewing its
| egal advice, and that it failed to follow the advice given by the
law firm As to the first issue, it has not been established that
General Cigar held back information fromits counsel which could
| ater be used against it in a trademark registration dispute.

Marcus testified of MIstein that

because he was seeking my opinion concerning [Ceneral
Cigar’s] rights and potential liabilities wth respect to
this brand,... he was giving ne whatever information he
had. He would hardly have held back any inportant
i nformati on.
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Id. Marcus’'s testinony is credi ble and establishes that General
Cigar was not advised in late 1992 or early 1993 that Cubatabaco
could establish priority rights to the COH BA marKk. See Estee
Lauder, Inc. v. The Gp, Inc., 932 F. Supp. 595, 615-616 (S.D.N.Y.

1996), rev'd on other grounds, 108 F.3d 1503 (2d Cr. 1997)

(finding no bad faith where defendant “proceeded on the advice of
experienced counsel, advice that was not patently unreasonable,”

even though the court disagreed with counsel’s opinion).

Cubat abaco has also failed to establish that Genera
Cgar ignored the advice of its counsel. The advice regarding
abandonment was based on msinformation. Counsel’s opinion that
General Cigar nust not “take advantage of the goodw I| associ ated
with the Cuban product” by “deliberate copying,” PX 834, refers
only to the Cuban COHI BA trade dress, which General Ci gar knew
Cubat abaco was seeking to protect, rather than the word mark, which

counsel believed that General G gar could properly use.

Cubat abaco has presented no credible evidence that
CGeneral Cigar believed that they did not own the COH BA nmark at
that tine. GCeneral Ci gar’s conduct in copying the COH BA mark and
attenpting to exploit the reputation of the Cuban COH BA was not,

therefore, taken in bad faith. See Mishroom Makers, Inc. v. R G

Barry Corp., 441 F. Supp. 1220, 1229-30 (S.D.N.Y. 1977), aff'd 580

F.2d 44 (2d Cir. 1978) (“The fact that one believes he has a right

to adopt a mark already in use because in his view no conflict
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exists since the products are separate and distinct cannot, by
itself, stanp his conduct as in bad faith,” even after the USPTO
refused registration in |Ilight of the plaintiff’s mark).

Accordi ngly, this factor wei ghs agai nst a |likelihood of confusion.

7. OQuality of the Defendant’s Product

The first and nost frequent use of this factor is to
det erm ne “whet her defendant’ s products or services are inferior to
plaintiff’s, thereby tarnishing plaintiff’s reputationif consuners

confuse the two.” The Mirningside Goup Ltd v. Mrningside Capital

G oup, Inc., 182 F.3d 133, 142 (2d Cr. 1999). However, this

formul ation begs the question by looking to the negative
consequences of hypothetical confusion rather than determ ning
whet her confusion is likely. There is also another manner in which
the quality of the defendant’s product may be rel evant: “Products
of equal quality nmay tend to create confusion as to source because

of that very simlarity of quality.” 1d.; see also Hasbro Toys,

Inc. v. Lanard Toys, Ltd., 858 F.2d 70, 78 (2d Cr. 1988) (noting

both senses in which quality is relevant “w thout taking sides”).
Because the second use of the factor correlates nore strongly to a
finding of confusion, it wll be weighed nore strongly than the

first use.
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Bot h ways of taking quality into account, however, favor
a finding of confusion. |In Enpresa ll, it was found that although
CGeneral CGigar’s COH BA

has received several high evaluations from G gar
Afi ci onado, those rankings are not consistently as high
as those of the Cuban COHI BA. The Cuban COHI BA has the
reputation as the best cigar in Cuba and, perhaps, the
world — a reputation that General Ci gar’s COH BA has not
surpassed according to the evidence presented here.

213 F. Supp. 2d at 275. The evidence presented subsequently
confirms that concl usion. A chart prepared by Cubatabaco

denonstrates that Ci gar Aficionado rates the General G gar COH BA

consistently between 83 and 89, while nore than half of the Cuban
COH BA's dozens of ratings are over 90, with only four bel ow 85.
Lopez Garcia Direct, Exh. N The only retailer to testify
regarding the quality of the two products described the Cuban
COH BA as “one of the highest quality cigars, in terns of tobacco,
craftsmanship and taste, produced anywhere in the world,” while
“neither the tobacco used, nor the craftsmanship enployed in
manufacturing the [General Cigar COH BAs] are of extraordinary
quality. The taste of the General Cigar COH BA simlarly does not
nerit the high cost that the consuner pays for the product.” Jorge

Arnmenteros Direct Y 22, 23.

While the quality of the Cuban COHI BA is consistently

hi gher than that of the General Ci gar counterpart and presents a
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ri sk, although a small one, that the reputation of the Cuban COH BA

will be tarnished, there is a greater risk that the generally high
quality of the General Cigar COHBA will |ead consuners into
believing that the two brands are affiliated in sonme way. G ven

the publicity that counterfeit COH BAs have received, a poor
quality COHIBA is nore |likely to make a consuner believe that the
cigar is a fraud rather than confusing it with the Cuban COH BA.

This factor weighs toward a |ikelihood of confusion.

8. Sophistication of Buyers

In Empresa Il, it was determned at that tinme that the

sophi sticati on of buyers of COH BA cigars was a controverted i ssue:

Whi | e purchasers of fine cigars tend to be know edgeabl e
and would realize that Cuban COHI BAS are not legally
available in this country, Cubatabaco has presented
mar ket research to suggest that buyers who would be
i nfluenced by the "Cuba nystique" are not sophisticated
purchasers. Therefore, a person who woul d buy a CCH BA
because of its "nystique" may not understand that the
Ceneral G gar COH BA is not sponsored by or related to
t he Cuban COH BA.

213 F. Supp.2d at 275. At nost, the evidence presented by
Cubat abaco shows that younger consuners have becone interested in
COHI BA, that sone consuners nmay be in search of status or prestige,

and that sone custoners rate their cigar know edge as | ow.
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That evi dence, however, nust be viewed in the context of
the high price of prem umcigars, and COH BA cigars especially, as
well as the sophistication of prem um cigar buyers generally.

See Ceneral Cigar, 988 F. Supp. at 664 (“Utimte consuners of

[ COHI BA] cigars are men sufficiently enthusiastic about snoking
cigars to spend a significant anmount of noney on that pleasure, and

are therefore presumably di scerning purchasers.”); Camacho G gars,

Inc. v. Conpania lnsular Tabacalera, S.A, 171 U S. P.Q 673, 674

(D.D.C 1971) (purchasers of high-priced cigar brands “are careful,
wel | -i nformed buyers.”). Accordingly, this factor wei ghs agai nst

| i kel i hood of confusi on.

The Pol aroi d anal ysi s wei ghs strongly toward a fi ndi ng of
a |likelihood of confusion, even when the unique circunstances of
t he Cuban enbargo is taken into account. Further support for the

conclusion fromthe Polaroid factors may be found from two other

types of confusion which have been found actionable: initial
i nterest confusion and post-sale confusion. Initial interest
confusion occurs when “potential custonmers initially are attracted
tothe junior user’s mark by virtue of its simlarity to the senior
user’s mark, even though these consuners are not actually confused

at the time of purchase.” Jordache Enterprises, Inc. v. Levi

Strauss & Co., 841 F. Supp. 506, 514-15 (S.D.N. Y. 1993) (citing

Gotrian, Helfferich, Schulz, Th. Steinweg Nachf. v. Steinway &

Sons, 523 F.2d 1331, 1342 (2d Gr. 1975)). Post - sal e confusi on

occurs after a product has been purchased and put into use, and
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occurs “when a manufacturer of knockoff goods offers consuners a
cheap knockoff copy of the original nmanufacturer's nore expensive
product, thus allowing a buyer to acquire the prestige of owning

what appears to be the nore expensive product.” Hernes Intern. v.

Lederer de Paris Fifth Avenue, Inc., 219 F.3d 104, 108 (2d Cr

2000) (citing Mastercrafters Cock & Radio Co. v. Vacheron &

Constantin-Le Coultre Watches, Inc., 221 F.2d 464, 466 (2d Grr.

1955)). Inthe age of the internet, initial interest confusion can
readily occur even though it is not possible to purchase Cuban
COHIBAs in the United States. Wil e the enbargo di mnishes the
possibility of post-sale confusion, it does not entirely elimnate

it.

General G gar’'s choice of COH BA as the name for its
premum cigar, by itself, provides sonme evidence of intent to
create initial interest confusion. The advertising undertaken by
ot hers which m sl eadi ngly suggests an affiliation only adds to the
possibility of confusion at the initial stage, even if the consuner
| ater learns that there is no affiliation between the two brands.
As to post-sale confusion: while the General Ci gar COH BA is not
properly described as a cheap knockoff copy, it is | ess expensive,
| ess prestigious, and overall less highly regarded than the Cuban
COH BA. The use of an al nost identical typeface on the band only
adds to the possibility that the consuner may acquire the prestige
of snoking a Cuban COH BA wi thout actually purchasing one. It is

therefore held that, considering the Polaroid factors, as well as
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the risk of both initial interest and post-sale confusion, that
there is alikelihood of confusion between the Cuban COH BA and t he
CGeneral G gar COH BA.

Cubatabaco Did Not Abandon the COHIBA Mark Between 1992 and
1997

In Enpresa 1V, it was held that the question whether

Cubat abaco abandoned t he mark between Novenber 1992 and the filing
of the cancellation petition in January 1997 presented "a question
of fact, weighing the facts that Cubatabaco did not attenpt to
register its mark or contest the General Cigar COH BA mark unti

1997 with the fact that it could not in any case use the mark in
the United States, and with any efforts that it took to maintain
its fame in the United States.” 213 F.R D. at 158. The
abandonnent analysis was oriented by the decision of the TTAB in

Jose M Arechabala Rodrigo v. Havana Rum & Liquors, S A,

Cancel l ation No. 22,881, slip op. at 15 (T.T.A B. Cct. 19, 1995).
In Rodrigo, the TTAB rejected the argunent that the Cuban
regi strant had abandoned the "Havana C ub" mark because of the
enbargo and "because the respondents used the mark worl dw de and
intended to use the mark in the United States 'as soon as it is

legally possible to do so.’" Enpresa 111, 213 F.R D at 157

(quoting Rodrigo, slip op. at 19).

The Rodrigo decision was distinguished fromthe instant
case, however, because the respondent in Rodrigo had registered the
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Havana C ub mark, whereas Cubatabaco took no official action
mani festing its intent to use the COH BA word mark until the
cancel l ation petition, over 4 years after General Ci gar had resuned
usi ng the COHI BA mark. Cubatabaco is therefore not entitled to a
presunption of its intent to begin using the mark as soon as the
enbargo is over, and "its intent to use the mark in the United

States must be found by other neans.” [d. at 158.

In ruling on General Ci gar’s abandonnent of the mark from
1987 to 1992, it was held that intent to use the mark nust be shown
by “objective, hard evidence of actual ‘concrete plans to resune
use’ in the ‘reasonably foreseeable future when the conditions

requiring suspension abate. Enpresa 1, 213 F. Supp.2d at 268

(quoting Silverman v. CBS, Inc., 870 F.2d 40, 46 (2d Cr. 1989)).

However, “[t]he party claimng abandonnent bears the burden of

proof” of establishing intent not to resune use. ld.; see also

Proctor & Ganble Co. v. Quality King Distributors, Inc., 123 F.

Supp. 2d 108, 116 (E.D.N. Y. 2000) (to succeed on “an abandonnent
claim the defendants nust nmeet a ‘high burden of proof.’”)

(quoting Warner Bros, Inc. v. Gay Toys, Inc., 724 F.2d 327, 334 (2d

Cir. 1983)). Al so, “because it constitutes forfeiture of a
property right, abandonnment of a mark nust be proven by clear and
convincing evidence, and a statutory aid to such proof nust be

narrowy construed.” Enpresa IV, 213 F.R D. at 156-57 (citations

omtted). The relevant statutory aid is the presunption that

nonuse for two or three consecutive years shall constitute prinma
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faci e abandonnent . *°

To show excusabl e nonuse, “the registrant nust
produce evi dence show ng that, under his particul ar circunstances,
his activities are those that a reasonabl e busi nessman, who had a
bona fide intent to use the mark in United States commerce, would
have taken.” Enpresa Il, 213 F. Supp.2d at 268-69 (quoting Ri vard

v. Linville, 133 F.3d 1446, 1449 (Fed. Cr. 1998)).

Ceneral Cigar argues that Cubatabaco abandoned the mark
because it did not register the COH BA word mark even though it is
excused from the requirenent of use that other registrants nust
conply with in order to nmaintain their rights. Cubat abaco need
only register a mark and file a certificate of excusable non-use
periodically in order to maintain the rights to that mark. General
Ci gar notes that Cubatabaco made efforts to protect its rights to
use other marks and registered its COH BAtrade dress in the United

States, but did not do so for the COH BA word narKk.

As found above, the | egal actions taken by Cubat abaco are
consistent with the intent to resune use beginning in June 1994,

given its inability to use the mark during the rel evant period.

 I'n Novenber 1992, the law provided that two consecutive
years was sufficient to show abandonnent. See Pilates, Inc. V.
Current Concepts, Inc., 120 F. Supp.2d 286, 307 n.16 (S.D.N.Y
2000); 15 U.S.C. 8 1127 (1993). The | aw was anmended on Decenber 8,
1994, to provide that three consecutive years of abandonnment are
required. See Pub. L. 103-465, § 521, 1994 Anendnents; 15 U S. C.
8§ 1127(1). Because Cubatabaco could not use the mark for the
entire period, it is not necessary for the purposes of this
litigation to decide whether the two or three year presunption
applies.
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Cubat abaco took no | egal action prior to June 1994 because of the
1981 regi stration, t he 1986 Decl arati on of Use and
Incontestability, and its belief that “General G gar was not naking
stable or continuous use of the COH BA trademark in the United
States.” Id. at 262. From June 1994 until the filing of the
cancel lation petition, the evidence shows that Cubatabaco was

contenplating legal action in defense of the COH BA narKk.

The evidence also shows that Cubatabaco’'s efforts to
maintain the fanme of the COHIBA mark in the United States were
sufficiently significant and sustained, in the context of the
enbargo, to denonstrate an intent to resune use when it becane
l egally possible. During the period, General Ci gar undertook no
advertising and publicity for its Tenple Hall COH BA, and sold the
cigar in limted nunbers through two nmil-order retailers. The
publicity generated by Cubatabaco, on the other hand, brought the
brand from relative obscurity, as measured by the January 1992
Shanken Survey, to the point in 1997 where GCeneral G gar
acknow edged that “the Cuban COH BA was well-known in the U S in
1997.” Def.’'s Post-Trial Mem at 2.

Cubat abaco’s efforts did not include concrete business
plans for resum ng use of the mark after the end of the enbargo.
However, such plans shoul d not be expected under circunstances in
which the end of the enbargo was not in the foreseeable future.

I nst ead, Cubatabaco’s efforts were devoted to rai sing awareness of
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the COH BA brand. The evidence shows that anong all of
Cubat abaco’ s brands, COHI BA was pronoted nost forcefully. Very few
of its marketing efforts were directed solely at the United States.
Such a strategy would have made little sense, given that pronotion
of COHI BA in Europe and elsewhere would be nore immediately
producti ve. Cubat abaco, however, consistently made efforts to
direct its pronotion of COH BA to prem um cigar consunmers in the

United States. Mst significant anong these efforts is its |ong-

standing relationship with G gar Aficionado. Cubatabaco proposed

articles, acconmodated reporters, arranged an excl usive interview
with Fidel Castro, and participated in the planning of a dinner in
Pari s to whi ch nunerous proni nent Anericans were invited. Habanos,
S. A, al so naned Shanken, the Anerican publisher of the nmagazi ne, as
its “Habanos Man of the Year for Communications” in 1995 \ile

G gar Aficionado is sold throughout the world, it reaches a

significant nunber of prem umcigar snokers in the United States.

Cubat abaco al so encouraged and accomodated publicity
fromot her Anerican nmedia outlets, such as The New York Ti nes, CNN
CBS, and National Public Radio. The celebration of the 30th
anni versary of COH BA included nunerous Anericans, and generated
significant publicity for COH BA. Although the event took place in
February 1997, the planning for the event, including invitations,

was done as early as 1995.
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Ceneral CGCigar argues that Cubatabaco affirmatively
abandoned the nmark in late 1992 and early 1993 by failing to
prot est when General Cigar insisted that it owed the mark and t hat

Cubatabaco no longer run ads for COHIBA in Cigar Aficionado.

Cubat abaco acknow edges that “further adverti senents were prevented
by General G gar’'s threat of infringenent actions.” Pl.’s Mem at
62. Lopez Garcia, the Director of Marketing at Habanos, S A,
testified that she believes that Cubatabaco may not advertise in
the U S. “because of General G gar’s registration and use of the
COH BA mark.” Lopez Garcia Direct § 105. Such actions may, under
certain circunstances, constitute evidence of Cubatabaco’s
acqui escence to General Cigar’s use of the mark. However, General
Cigar’s affirmati ve defense of acquiescence has been dism ssed.

See Enpresa |1, 213 F. Supp.2d at 277-78. Such actions are not

sufficient to show an absence of intention to resune use at an

unknown point in the future.

General Cigar also points to the interviews given by

Padron to G gar Aficionado, in which he expressed the view that

“Habanos” was nore inportant than any brand nane. Padron al so
stated that if the enbargo were to end, “we would | aunch new t hi ngs
for the North American market, new brands. O we could nmake an
arrangenent with the brand owners over there.” D72. Such
statenments, to the extent that they constitute reliable statenents
of Cubatabaco’s intent, at nost denonstrate that Cubatabaco

believes that it wll be able to market its Cuban cigars
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successfully with or wthout the COH BA nane. They do not
denonstrate an affirmative intent not to resune use of the COH BA
mar k once the enbargo is ended. Padron’s statenents were al so made
wi t hout the know edge “that General Cigar was pursuing a new

registration for the COHI BA mark.” Enpresa Il, 213 F. Supp.2d at

277. Because of this, CGeneral C gar was precluded from*“rely[ing]
on the interviews to show conduct supporting its acqui escence and
estoppel clains.” [d. For simlar reasons, General Ci gar may not

rely on the interviews in support of its abandonnment defense.

Inlight of the evidence presented, CGeneral G gar has not
met its burden of proving by clear and convincing evidence that
Cubat abaco abandoned the COH BA mark between Novenber 1992 and
January 1997. Cubatabaco has consistently undertaken the efforts
that a reasonabl e businessman with an intent to resune using the
mar k woul d have taken under the circunstances. It did not initiate
| egal action because of General Cigar’s 1981 registration, but
began t he process of contesting General Cigar’s re-registration of
the mark as soon as it l|learned of it. Further, its efforts to
pronote the mark in the United States are consistent with an i ntent
to maintain the fane of the mark for the unknown duration of the

enbar go.
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General Cigar’s COHIBA Mark is Cancelled and General Cigar is
Enjoined From Using The COHIBA Mark

Cubat abaco has presented evidence that it possessed a
protectable mark i n Novenber 1992 under the fanous nmarks doctrine,
and that there is a likelihood of confusion between the Cuban
COH BA cigar and the CGeneral Cigar COH BA. General Cigar has not
establ i shed that Cubatabaco abandoned the COH BA mark between 1992
and 1997. Cubatabaco is therefore entitled to relief under § 43(a)
of the Lanham Act. General G gar’s trademark registration No.
1,898,273 is cancelled, and General G gar is permanently enjoined
usi ng the COH BA word mark on or in connection with any product or
service or the manufacture, exportation, sale, offering for sale,
di stribution, advertising, pronotion |abeling or packagi ng of any
product or service. General Cigar is also ordered to deliver up
to Cubatabaco for destruction or other disposition any and all
mer chandi se, packagi ng, package inserts, labels, signs, prints,
wr appers, receptacles, advertising, plates and other mechanical
nmeans of reproduction or other materials now or hereafter in their
possessi on, custody or control, which bear the infringing trademark

and any reproduction, copy or colorable imtation thereof.

The FTDA Claim is Dismissed

Count XI'l of Cubatabaco’ s conplaint alleges that General
Cigar’s conduct is likely to cause the blurring and dilution of the
distinctive quality of its COH BA trademark in violation of the
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FTDA, 15 U.S.C. 8 1125(c). While the COH BA mark was fanmous within
t he neani ng of the fanmous marks doctrine in Novenber 1992, it does

not meet the considerably nore stringent requirenents of the FTDA.

“I'n the Second Circuit, five elenents are necessary to
establish a claim under the FTDA: (1) the senior mark nust be
famous; (2) it nust be inherently distinctive; (3) the chall enged
junior use nust be a conmercial use in conmerce; (4) it nmust begin
after the senior mark has becone fanous; and (5) it causes dilution

of the distinctive quality of the senior mark.” Christopher D.

Smthers Found., Inc. v. St. Luke's-Roosevelt Hosp. Cr., No. 00

G v. 5502, 2003 W 115234, at *4 (S.D.N. Y. Jan. 13, 2003) (citing
Nabi sco Inc. v. P.F. Brands, Inc., 191 F. 3d 208, 215 (2d Cir. 1999);

Lanham Act 8 43(c); 15 U. S.C. § 1125(c)). Because the COH BA nmark

is insufficiently fanmous, the other factors need not be addressed.

As di scussed above, the FTDA protects only those narks
t hat have shown “a substantial degree of fanme.” TCPIP, 244 F. 3d at
99; see also Smthers, 2003 W. 115234, at *5 (“Very few trademarks

qualify as fanous marks.”). In particular, the fane required “nust
exist in the general marketplace, not in a niche market.”
Sm thers, 2003 W. 115234, at *5 (citing TCPIP, 244 F. 3d at 99). 1In
TCPIP, the Second Circuit found that the mark “The Children's
Pl ace” was not fanous under the FTDA standard despite the fact that
its owner operated 228 retail stores in 27 states under the nane,

and had achi eved sales of $280 mllion. TCPIP, 244 F.3d at 99.
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The court found that while the evidence “shows considerable
comer ci al success and growt h, the aggregate sal es under the mark
since it originated . . . may well not equal the sales of Dupont,

Bui ck, or Kodak in any given nmonth.” 1d. at 100.

Cubat abaco has put forward no evidence showi ng that the
renown of the COHI BA nmark ext ended beyond prenmi umcigar snokers in
1992 or at any other tine. All survey evidence cones from prem um
cigar snokers, and the publicity received by the mark outside of

publ i cati ons such as Snoke and G gar Afici onado has been extrenely

limted. Further, the fact that the Cuban COH BA cannot | egally be
sold in the United States, conbined with the fact that the CGenera
Cigar COH BA was not sold from 1987 to 1992 is further evidence
t hat t he COH BA nmark has not acquired the | evel of fame required by
the FTDA. Accordingly, the federal dilution claimof Count XIl is

di sm ssed.

The New York State Dilution Claim is Dismissed

Count XII also includes a claimalleging dilution of the
COH BA mark and injury to business reputation in violation of New

York’s anti-dilution law. The statute provides that:

Li kelihood of injury to business reputation or of
dilution of the distinctive quality of a mark or trade
nane shall be a ground for injunctive relief in cases of
infringement of a mark registered or not registered in
cases of unfair conpetition, notw thstandi ng the absence
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of conpetition between the parties or the absence of
confusion as to the source of goods and servi ces.

N.Y. Gen Bus. Law 8 360-| (fornerly 8§ 368-d).

Cubat abaco argues that a mark need not be fanous in order

to make out a dilution claim under New York | aw. I n support,

Cubat abaco cites Welch Allyn, Inc. v. Tyco Int'l Servs. AG 200 F.

Supp. 2d 130, 150 (N.D.N. Y. 2002), which adopts that proposition.

However, Welch Allyn also states that “the New York anti-dilution

statute ‘protects only extrenely strong marks.'" Id. (quoting

Sally Cee, Inc. v. Mra Hogan, Inc., 699 F.2d 621, 625 (2d

Cir.1983)). The case law on the standards for establishing the
distinctiveness required to show dilution under New York |aw
closely resenbl e the standards for fanme under the FTDA. See Mead

Data Central, Inc. v. Toyota Mtor Sales, US. A, Inc., 875 F.2d

1026, 1031 (2d Cr. 1989) (nental association between narks
required to show distinctiveness “nay be created where the
plaintiff's mark is very fanmous and therefore has a distinctive
quality for a significant percentage of the defendant's market.”).
In Sally Gee, the Second Circuit in dicta interpreted extrenely
strong marks as applying only to the “nost well known nanes.” 699

F.2d at 625 (quoting Al lied Maintenance Corp. v. Allied Mechanica

Trades, Inc., 42 N Y.2d 538, 548, 399 N. Y.S. 2d 628, 369 N. E. 2d 1162

(1977) (Cooke, J. dissenting) (interpreting the majority opinion)).
The |l egislative history for New York’s anti-dilution statute cites
the sane very fanous hypothetical m sappropriations of trademarks
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as does the federal Ilegislation: “Dupont shoes, Buick aspirin
tablets, Schlitz varnish, Kodak pianos, Bulova gowns, and so
forth,” Mead Data, 875 F.2d at 1031 (quoting 1954 N.Y.Legis. Ann.
49-50) suggesting that only highly recognizable marks nerit

protection. See also id. at 1033 (Sweet, J., concurring) (noting

that the majority’s conclusion “limts section 368-d's protection

to nationally fanmous marks.”)

These exanpl es are to be expected, since the | egislative
hi story al so discloses that the purpose of the 8 360-1, like the
FTDA, is to prevent "the whittling away of an established
trademark's selling power and val ue t hrough its unaut horized use by
ot hers upon dissimlar products.” Id. It is inappropriate,
therefore, to bring an anti-dilution claim on the basis of two
I dentical marks, especially when Cubatabaco has al so nmade ot her
cl ai ns. As the Second GCircuit held in regard to 8§ 360-1's

predecessor stat ute:

Section 368-d provides a cause of action distinct from
other state law actions for trademark infringement and
unfair conpetition. “The evil which the Legislature
sought to renmedy was not public confusion caused by
simlar products or services sold by conpetitors, but a
cancer-like growmh of dissimlar products or services
whi ch feeds on the business reputation of an established
di stinctive trade-mark or nane.”

Sally Gee, 699 F.2d at 624 (quoting Allied, 42 N Y.2d at 544).
Accordingly, the state dilution claim of Count Xl is dismssed
because the COHI BA mark is not extrenely strong and because an
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anti-dilution action is not properly brought to protect against

conpetition fromsimlar products.

The Unfair Competition Claim is Dismissed

The essence of New York’s unfair conpetition |law“is that
the defendant has m sappropriated the |abors and expenditure of

anot her.” Saratoga Vichy Spring Co.., Inc. v. Lehman, 625 F.2d

1037, 1044 (2d Cr. 1980). To determ ne that m sappropriation has
occurred, bad faith nust be found: “Under New York | aw, conmon | aw
unfair conpetition clains closely resenbl e LanhamAct cl ai ns except
insofar as the state lawclaimmay require an addi ti onal el enent of

bad faith or intent.” Nadel v. Play-By-Play Toys & Novelties,

Inc., 203 F. 3d 368, 383 (2d Cir. 2000) (quoting Genesee Brew ng Co.

v. Stroh Brewing Co., 124 F.3d 137, 149 (2d Cr. 1997)); see also

Enpresa 11, 213 F. Supp.2d at 284.

Cubat abaco’ s clai mthat General Ci gar acted in bad faith
by copying the COH BA nanme in Novenber 1992 has been consi dered
above and rejected. In the absence of a finding of bad faith,
Cubat abaco’s New York unfair conpetition claimis dism ssed. See

Mejia and Associates v. IBMCorp., 920 F. Supp. 540, 552 (S.D.N.Y.

1996) .
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The Claim for Trademark Cancellation Under § 1120
is Dismissed

Count Eleven of Cubatabaco’s conplaint alleges a

violation of 15 U S. C. § 1120, which provides

Any person who shall procure registration in the Patent
and Trademark O fice of a mark by a false or fraudul ent
decl aration or representation, oral or in witing, or by
any fal se neans, shall be liablein acivil action by any
person injured thereby for any danages sustained in
consequence thereof.

Cubat abaco requests an order, pursuant to this statute, cancelling
Ceneral Cigar’s 1995 registration of the COH BA trademark. Such an
order has al ready been granted under Count Seven for violations of

15 U.S.C. § 1125(a).

In addition, Cubatabaco has not net the standard for
cancel lation under this provision. “Msstatenents in a
registration application provide a basis for cancelling the
registration only “if the msstatenents (1) were nade wth
know edge of their falsity, and (2) were nmaterial to the

determ nation to grant the application." Baker v. Parris, 777 F

Supp. 299, 305 (S.D.N Y. 1991) (quoting Rick v. Buchansky, 609 F

Supp. 1522, 1537 (S.D.N. Y. 1985)) (enphasis in original). The
General Cigar statenent in 1979 in response to the PTO inquiry
concerning the geographic description of COH BA was not entirely

accurate when it described the mark as “wholly arbitrary.”
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See Enpresa 11, 213 F. Supp.2d at 255. However, that abandonnent

does not invalidate the 1995 registration.

It has been found above that General Cigar believed at
the tinme it applied to register the mark that it was the valid
owner . Cubat abaco has therefore not denonstrated that GCeneral
Cigar made any msstatenents in its registration application with

know edge of their falsity.

The Misappropriation Claim is Dismissed

Count XIIl lists a claimfor common | aw m sappropriation.
CGeneral Cigar argues that Cubatabaco’s m sappropriation claimis
subsuned within its wunfair conpetition claim and provides no
i ndependent basis for relief. |In Enpresa ll, it was observed that
“at least one district court has dismssed a comon |aw
m sappropriation clainmf on the grounds that the two clains are

duplicative. 213 F. Supp.2d at 284 (citing Sonething dd,

Sonething New, Inc. v. QVC, Inc., No. 98 Cv. 7450, 53 U S.P.Q 2d

715, 1999 W 1125063, at *13 (S.D.N. Y. Dec. 8, 1999). However, the
m sappropriation claimwas not dism ssed because the parties had
not briefed the issue. In its post-trial briefs, CGeneral Ci gar
rai ses the same cases and argunents referred to by the Court in

Enpresa I1. Cubat abaco has not responded on this issue.

Accordingly, in recognition of the fact that “[t] he essence of an

unfair conpetition claimunder New York |aw is that the defendant
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has m sappropriated the |abors and expenditures of another,”

Saratoga Vichy Spring Co. v. Lehman, 625 F.2d 1037, 1044 (2d Cr

1980), Count XlilIl is dismssed as duplicative of Cubatabaco’s

common | aw unfair conpetition claim

Cubat abaco al so includes a “passing off” claimin its
Pre-Trial Statenent of Cl ains, as part of Count Ten. This claimis

al so dismssed as duplicative. See Regal Jewelry Co. .

Ki ngsbridge Int’l Inc., 999 F. Supp. 477, 491 (S.D.N Y. 1998)

(“[T]he very purpose of unfair conpetition law [is] to keep a

seller from passing off his goods as those of another.”).

The Trade Dress Infringement Claim Is Dismissed

In addition to its claim of trademark infringenment in
Count Seven, Cubatabaco al so alleges that General Ci gar’s conduct
constitutes trade dress infringenent under 8§ 43(a) of the Lanham
Act . In particular, Cubatabaco alleges that the bands which
CGeneral Cigar included on its COH BA cigars beginning in 1997
infringe on the trade dress of the Cuban COH BA band.

In order for Cubatabaco to prevail on its trade dress
infringenment claim it nust showthat: (1) Cubatabaco’s cigar band
was i nherently distinctive or had acquired distinctiveness through
secondary neaning; (2) the design of Cubatabaco’'s band is

nonfunctional; and (3) a |likelihood of confusion exists between the
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Cubat abaco band and the General Cigar band. See Two Pesos v. Taco

Cabana, Inc., 505 U S. 763, 769 (1992).

The Cuban COHI BA band is inherently distinctive because

of its arbitrary graphi cal design. Fun-Danental Too, Ltd. v. Genmy

I ndustries Corp., 111 F. 3d 993, 1000 (2d Gr. 1997). GCeneral Ci gar

has al so acknow edged t hat awar eness of the COH BA band was high in
1997. See Cullman Dep. at 443 (“[I]t was inpossible not to
acknow edge at that point [May 1997] a strong awar eness anong ci gar
snokers that Cohiba existed, there was a Cuban Cohi ba, and as |
mentioned before, there was great interest, anpbng new snokers
especially, to walk around with, showing off the Cuban Cohiba
| abel . ). The design of the band also serves no functional

purpose; it is nmerely decorative.

Cubat abaco fails, however, to denonstrate that there is
a likelihood of confusion between the two cigar bands. The Cuban
COHI BA band is yellow on the bottom and black with white squares
on the top. The COH BA nane, in black block letters on a white
background, straddles the yellow and black field. Below the nane
are the words “La Habana, Cuba” on the yellow field in black
script. The General C gar band, by contrast, consists of two thick
bl ack stripes on the top and bottomof the band. The remai nder of
the band is white, except for the name COH BA in black bold
letters, with a red dot inside the “O', and a red oval with the

words “HAND MADE” in small black letters.
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Wiile the font of the word COH BA on the two bands
undoubtedly bear a resenblance to one another, the simlarity
bet ween the two bands ends there. The only evidence presented of
confusion between the two brands is the testinony of Siegel,
Cubat abaco’ s expert, who testified that both the cigar band and t he
box used by CGeneral Cigar have a “direct famlial relationship to
t he Cuban Cohi ba tradedress.” Siegel Direct, § 176(a). At nost,
Siegel’s testinony denonstrates that the cigar bands of the two
brands stand out from other brands by their “clean, sparse |ook.”
Id. at T 169 (quoting PX 98, a Ceneral Cigar nenp dated May 13,
1997). The conbinati on of the COH BA word mark and the | ook of the
CGeneral Cigar band is likely to lead to confusion, as determ ned
above. However, Cubatabaco has shown no evidence that the band
itself, apart fromthe word mark, is likely to cause confusion
Were a different brand nane to be used with the General C gar trade
dress, any confusion between the two bands woul d be renoved, and
the nost one could conclude is that “both the Cubatabaco and
Ceneral Cigar designs have a different |ook and feel from al nost
all conpetitive premum luxury cigars, which use traditional
ornate designs.” Pl. PFF, 1 69. In the absence of nore
substanti ve evidence of confusion, such as survey data, the fact
that the two bands share a different | ook and feel is insufficient
to establish alikelihood of confusion. Accordingly, Cubatabaco’s

claimfor trade dress infringenent is dismssed.
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The Deceptive Trade Practices Claim is Dismissed

In the Joint Pretrial Order, Cubatabaco alleges a claim
for deceptive trade practices as part of Count Ten, citing “NY.
Gen. Bus. 8 349 and anal ogous laws in each and every State.” A
trademark i nfringement clai msuch as the one brought by Cubat abaco
is not properly brought under § 349. “The gravanen of the
conpl aint [under 8§ 349] nust be consuner injury or harm to the

public interest.” Securitron Magnal ock Corp. v. Schnabol k, 65 F. 3d

256, 264 (2d Cir. 1995) (internal quotation and citation omtted).
Whil e confusion as to the source or quality of the COH BA cigar
does count as a formof consuner injury, it has not been held to be
actionabl e under 8§ 349. “The Courts of this Circuit have hel d t hat
trademark infringenent actions alleging only general consumner
confusion do not threaten the direct harmto consunmers required to

state a cl ai munder section 349.” Sports Traveler, Inc. v. Advance

Magazi ne Publishers, Inc., No. 96 Civ. 5150, 1997 W. 137443, at *3

(S.D.N.Y. March 24, 1997) (collecting cases). Accordi ngly,

Cubat abaco’ s deceptive trade practices claimis dism ssed.

The Trade Dress Dilution and False Advertising Claims Are Not
Properly Before the Court

Wthin the section of the Joint Pretrial Oder entitled
“Plaintiff’s Statenment of Clains to Be Tried,” Cubatabaco raises
two clains that were never pled in its original Conplaint: “False
Advertising,” alleged to be part of Count Ten, and “Trade Dress
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Dilution” under state and federal |law, alleged to be part of Counts

Seven and Twel ve.

Count Ten asserts that General G gar “viol ated principles
of the state and common law of unfair conpetition by wlfully
passing off their goods as those of Cubatabaco, by conpeting
unfairly, and by enpl oyi ng deceptive trade practices.” Conpl aint,
1 72 However, there is no reference in the claim to false
advertising. General Ci gar could not have been put on notice of

its need to defend against this claim

Counts Seven describes a claimfor “Trademark and Trade
Dress Infringenment,” but makes no reference to trade dress
di | ution. Count Twelve alleges that CGeneral Cigar violated New
York’s anti-dilution law, but reference is nade only to the COH BA
trademark and not to the COHI BA trade dress. Ceneral Cigar also

was not given notice of this claim

Cubat abaco cites Rule 15(b) in arguing that it was
sufficient to state its claimin the Joint Pretrial Oder. Rule
15(b) does permt issues not raised in the pleadings to be tried
“as if they had been raised in the pleadings,” but only by the
“express or inplied consent of the parties.” Fed. R Cv. P
15(b). Ceneral G gar objected to the inclusion of both the fal se

advertising and trade dress dilution clains in the Pretrial O der
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and has not consented, either inplicitly or explicitly to raising

these clains. Accordingly, they are dism ssed.

No Judgment is Appropriate At This Time On Cubatabaco’s Claims
For Monetary Relief

As part of Count Ten, which clains unfair conpetition
under state law, Cubatabaco also asserts a claim for unjust
enri chnment and constructive trust. Inits brief, Cubatabaco argues
that equitable principles mandate that General G gar not be
permtted to retain profits fromthe sale of its COH BA cigar.
Cubat abaco al so argues for an award of profits under the Lanham Act
and the New York common |aw of wunfair conpetition. Finally,
Cubat abaco argues that it is entitled to attorney’s fees under the

Lanham Act .

As part of the Joint Pretrial Oder, the parties
stipulated and the Court ordered:

Any trial on the issue of nonetary relief clained by
Plaintiff against Defendants shall be bifurcated froma
trial on liability on the cause of action raised in
Plaintiff’s conplaint and Defendant’s counterclaim Any
trial on Plaintiff’s claimfor nonetary relief shall only
be held after a finding by the district or appellate
courts that one or nore of the Defendants is liable to
Plaintiff on one or nore causes of action for which
Plaintiff has asserted it isentitled to nonetary relief.

Because the Court has made a finding that General Cigar is liable
on the claimof trademark infringenent, a trial on the issue of
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monetary relief is warranted, and no decision will issue at this

tinme.

The Court recogni zes that one or both parties may wish to
have the liability determ nations nade thus far ruled on by the
appel l ate court before the i ssue of nonetary relief is considered.
Accordingly, if either party desires certification of the clains
adj udicated to date pursuant to Federal Rule of Civil Procedure
54(b), a notion to that effect should be brought within 10 days of

the i ssuance of this opinion and order.

CONCLUSION

For the reasons set forth above, General Ci gar’s COH BA
trademark registration is cancelled. No other relief has been
granted at this tinme. Following the stipulation of the parties,
the issue of any nonetary relief for Cubatabaco remains to be

tried.

Subm t judgnment on noti ce.

It is so ordered.

New York, NY
March 26, 2004 ROBERT W. SWEET
U.S.D.J.
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